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COMPANY  PROFILE 


AMERICAN  SOFTWARE,  INC. 

470  East.Paces  Ferry  Road,  N.E. 
Atlanta,  GA  30305 
(404)  261-4381 


Thomas  L Newberry,  Chairman 
James  C.  Edenfield,  President 
Public  Corporation,  OTC 
Total  Employees:  404 
Total  Revenue,  Fiscal  Year  End 
4/30/88:  $54,187,000 


The  Company  American  Software,  Inc.,  founded  in  1970,  develops,  markets,  and 

supports  business  application  software  products  for  IBM 
mainframes,  minicomputers,  and  microcomputers  to  clients  in  a 
range  of  industries,  including  manufacturing,  distribution,  utilities, 
banking  and  finance,  health  care,  education,  government,  and 
telecommunications.  The  company's  product  line  offers  integrated 
materials  management  and  financial  control  systems,  including 
forecasting,  distribution  and  inventory  management,  purchasing 
and  materials  control,  manufacturing  resource  planning,  and 
financial  applications.  American  Software  also  provides  a range  of 
professional  services  through  its  Professional  Services  Division. 

The  company's  strategy  has  been  to  create  an  integrated  line  of 
standard  application  software  products  designed  to  be  used  either 
singly  or  in  combination  to  meet  unique  customer  requirements. 

To  help  further  increase  its  market  share  in  certain  vertical 
markets  (manufacturing,  distribution,  utilities,  health  care,  and 
banking),  American  Software  has  expanded  its  basic  software  to 
support  specific  industry  functions. 

Fiscal  1988  revenue  reached  $54.2  million,  a 16%  increase  over 
fiscal  1987  revenue  of  $46.7  million.  Net  income  increased  17%, 
from  $8.8  million  in  fiscal  1987  to  over  $10.3  million  in  fiscal  1988. 
A five-year  financial  summary  follows: 
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AMERICAN  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

4/88 

4/87 

4/86 

4/85 

4/84 

Revenue 

• Percent  increase 

$54,187 

$46,727 

$38,289 

$29,575 

$21,078 

from  previous  year 

16% 

22% 

29% 

40% 

31% 

Income  before  taxes 
• Percent  increase 

$16,665 

$15,497 

$10,057 

$9,670 

$7,707 

from  previous  year 

8% 

54% 

4% 

25% 

34% 

Net  income 
• Percent  increase 

$10,335 

$8,805 

$5,915 

$5,470 

$4,233 

from  previous  year 

17% 

49% 

8% 

29% 

28% 

Earnings  per  share 
® Percent  increase 

$1.00 

$0.85 

$0.59 

$0.57 

$0.44 

from  previous  year 

18% 

44% 

3% 

30% 

8% 

Revenue  for  the  six  months  ending  October  31,  1988  reached 
$30.2  million,  a 22%  increase  over  revenue  of  $24.7  million  for  the 
same  period  in  1987.  Net  income  for  the  period  rose  76%,  from 
$3.8  million  to  $6.6  million. 

As  of  April  30,  1988,  American  Software  had  404  full-time 
employees,  segmented  as  follows: 


Marketing  and  sales  106 

Customer  support/professional 
services  86 

Product  development  and  technical 
support  167 

Accounting  and  administration  ^ 


404 

Major  competitors  include  Management  Science  America, 
McCormack  & Dodge,  Cullinet,  and  IBM. 


Key  Products  and  Approximately  59%  of  American  Software's  fiscal  1988  revenue 
Services  was  derived  from  application  software  product  license  fees,  19% 

was  derived  from  software  maintenance  and  associated  support 
services,  and  22%  was  derived  from  consulting  and  programming 
professional  services. 
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A three-year  summary  of  source  of  revenue  follows: 

AMERICAN  SOFTWARE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  thousands) 


FISCAL  YEAR 

4/88 

4/87 

4/86 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Forecasting  and  Inventory 
Management  software 

$6,931 

13% 

$8,053 

17% 

$7,397 

19% 

Purchasing,  Materials 
Control,  and  Financial 
software 

24,938 

46% 

21,110 

45% 

15,140 

40% 

Maintenance,  education, 
consulting,  and  other 

10,534 

19% 

9,489 

20% 

7,722 

20% 

Professional  services 

11,784 

22% 

8,075 

17% 

6,335 

16% 

Contract  research 

— 

— 

— 

— 

1,695 

4% 

TOTAL 

$54,187 

100% 

$46,727 

100% 

$38,289 

100% 

American  Software  provides  an  integrated  line  of  cross  industry 
and  industry  specific  application  software  products  that  can  be 
used  either  individually  or  in  combination  to  assist  customers  in 
forecasting  and  inventory  management,  purchasing  and  materials 
control,  and  order  processing  and  receivables  control. 

» The  products  are  written  in  ANS  COBOL  and  are  available  for 
batch  and  on-line  environments. 

American  Software's  products  are  summarized  in  Exhibit  A and 
include  the  following: 

• Forecasting  and  Inventory  Management  software  consists  of 
five  software  modules  designed  to  provide  the  user  with 
accurate  sales  forecasts  in  order  to  minimize  investment  in 
inventory  and  to  distribute  more  effectively  such  inventory. 

• Purchasing  and  Materials  Control  software  consists  of  22 
modules  that  provide  information  concerning  the  status  ot 
purchasing  activities,  and  financial  and  manufacturing 
operations.  Several  modules  (cross-industry  modules)  support 
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the  general  financial  and  operational  functions  of  most 
businesses.  Manufacturing  modules  assist  the  user  in  planning 
and  controlling  work  flow  in  a manufacturing  operation. 

While  American  Software's  products  can  be  used  individually,  they 
are  frequently  used  in  combination  with  one  another  as  an 
integrated  system.  The  company's  integrated  systems,  summarized 
in  Exhibit  B,  are  each  tailored  to  a specific  business  orientation 
and  include  the  following: 

• Manufacturing  Resource  Planning  (MRP-  8*^),  for  IBM  and 
compatible  mainframes,  converts  sales  forecasts  into  a master 
schedule,  determines  component  and  raw  material 
requirements,  insures  the  feasibility  of  resulting  production  and 
purchasing  decisions,  and  provides  for  accurate  shipment  dates. 

• Distribution  Resource  Planning  (DRP-8^),  for  IBM  and 
compatible  mainframes,  is  an  extension  of  MRP-8  for  the 
distribution  industry.  DRP-8  converts  sales  forecasts  at  each 
shipment  location  into  requirements  that  are  placed  on  the 
specific  item's  source  of  supply.  All  individual  warehouse 
replenishment  requirements  are  aggregated  to  produce  total 
network  requirements. 

• FINANCIAT-8^,  for  IBM  and  compatible  mainframes,  is  a 
financial  control  system  that  can  be  integrated  with  MRP-8  and 
DRP-8. 

• UTILITIES-8^,  for  IBM  and  compatible  mainframes,  is 
marketed  to  the  public  utilities  industry. 

• HEALTHCARE-8™,  for  IBM  and  compatible  mainframes,  is 
marketed  to  health  care  facilities  for  materials  management 
and  financial  control. 

• MRP/38^,  for  IBM  System  38  and  AS/400  computers,  is 
marketed  to  manufacturers. 

• DRP/38^,  for  IBM  System  38  and  AS/400  computers,  is 
marketed  to  the  distribution  industry. 

• AMSOFT  DS/9370™  products  are  versions  of  the  company's 
software  products  designed  for  the  IBM  9370  family  of 
computers. 
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EXHIBIT  A 

AMERICAN  SOFTWARE  PRODUCTS 


YEAR 

NUMBER 

PRODUCT 

INTRODUCED 

INSTALLED 

Forecasting  and  Inventory 

Management  Software 

Demand  Forecasting 

1971 

353 

Distribution  Requirements  Planning 

1976 

203 

Inventory  Planning 

1973 

168 

Inventory  Deployment 

1976 

81 

Vehicle  Scheduling  and  Loading 

1979 

20 

Purchasing  and  Materials 

Control  Software 

Inventory  Control  and  Accounting 

1978 

295 

Purchasing 

1978 

256 

Material  Request 

1978 

191 

Item  Information  Management  System 

1980 

187 

Bid  (Request  for  Quotation) 

1984 

55 

Accounts  Payable 

' 1979 

134 

Fixed  Asset  Accounting 

1976 

53 

Lease  Accounting 

1977 

12 

Capital  Project  Accounting 

1976 

54 

Accounts  Receivable 

1984 

63 

Employee  Expense 

1984 

15 

General  Ledger  and  Budgeting 

1979 

22 

Customer  Order  Processing 

1979 

118 

Master  Scheduling 

1972 

82 

Material  Requirements  Planning 

1974 

69 

Bill  of  Material 

1975 

123 

Capacity  Planning 

1972 

40 

Production  Order  Status 

1978 

87 

Route  and  Work  Center  Maintenance 

1979 

47 

Shop  Floor  Control 

1984 

48 

Cost  Management  and  Tracking 

1986 

32 

Continuing  Property  Records 

1985 

17 
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EXHIBITS 

AMERICAN  SOFTWARE  INTEGRATED  SOFTWARE  SYSTEMS 


SYSTEM/MODULES 

SYSTEM/MODULES 

MRP-8 

HEALTHCARE-8 

- Demand  Forecasting 

- Accounts  Payable 

- Master  Scheduling 

- Demand  Forecasting 

- Material  Requirements  Planning 

- Distribution  Inventory  Management 

- Bill  of  Material 

- Inventory  Control  and  Accounting 

- Capacity  Planning 

- Inventory  Planning 

- Production  Order  Status 

- Procurement  Matching 

- Customer  Order  Processing 

- Purchasing 

- Purchasing 

- Requisition  Management 

- Inventory  Control  and  Accounting 

- Accounts  Payable 

MRP/38 

- Material  Request 

- Demand  Forecasting 

DRP-8 

“ Inventory  Planning 
- Customer  Order  Entry 

- Demand  Forecasting 

- Master  Scheduling 

- Inventory  Planning 

- Material  Requirements  Planning 

- Distribution  Requirements  Planning 

- Capacity  Planning 

- Inventory  Deployment 

- Bill  of  Material 

- Vehicle  Scheduling  and  Loading 

- Route  Work  Center  Maintenance 

- Customer  Order  Processing 

- Product  Costing 

- Purchasing 

- Production  Order  Status 

- Inventory  Control  and  Accounting 

- Plant  Inventory 

- Accounts  Payable 

- Shop  Floor  Control 

- Material  Request 

- Procurement 

FINANCIAL-8 
- Accounts  Payable 

- Financial  Control 

DRP/38 

- Purchasing 

- Demand  Forecasting 

- Capital  Project  Accounting 

- Inventory  Planning 

- Customer  Order  Processing 

- Inventory  Deployment 

- Accounts  Receivable 

- Distribution  Requirements  Planning 

- Inventory  Control  and  Accounting 

- Customer  Order  Processing 

- Fixed  Asset  Accounting 

- Inventory  Status  and  Control 

- General  Ledger 

- Procurement 

UTILITIES-8 

- Inventory  Management 

- Financial  Control 

AMSOFT  DS/9370 

- Work  Orders 

- Procurement 

- Financial /Accounting 
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American  Software's  AMSOFT^  family  of  end  user  productivity 

tools  include  the  following: 

• AMSOFT  QueryWriter™  is  an  adapted  version  of  Software 
AG's  SUPERNATURAL  on-line  inquiry  and  report  writer 
facility. 

• AMSOFT  DRP-pc^^  is  an  optional  feature  for  the  company's 
mainframe  Distribution  Requirements  Planning  system  that 
extends  planning  and  simulation  capabilities  to  the  PC  user. 

• AMSOFT  Forecast-pc^  is  an  optional  feature  for  the 
company's  mainframe  Demand  Forecasting  system  that  extends 
planning  and  simulation  capabilities  to  the  PC  user. 

• AMSOFT  MPS-pc™  is  an  optional  feature  to  the  Master 
Scheduling  system  for  PC  users. 

• AMSOFT  QOE-pc™  is  an  order  management  tool  designed  to 
permit  order  entry  on  a PC  with  transmission  to  a mainframe 
via  electronic  data  interchange. 

• AMSOFT  Buyer  Workstation-pc^^  allows  Purchasing  system 
users  to  source,  expedite,  and  review  receipts  for  immediate 
problem  resolution. 

• AMSOFT  IP-pc™  allows  Inventory  Planning  system  users  to 
use  a PC  to  access  data  for  simulations. 

• AMSOFT  Forecast  ESP-pc™  provides  expert  system 
capabilities  on  a PC  for  planners. 

• AMSOFT  ScreenDesigner™  is  a tool  for  personalized  screen 
modification. 

• AMSOFT  UserHelp™  provides  real-time  information  about 
each  field  on  any  American  Software  application  screen. 

• AMSOFT  Sales-pc™  allows  users  to  review  selected 
information  on  a specific  customer,  product,  product  class,  time 
period,  or  geographic  area. 

• AMSOFT  Promo-pc^^  provides  marketing  or  forecasting 
planners  an  intelligent  workstation  where  they  can  create  future 
promotions,  monitor  promotions  in  progress,  and  evaluate  the 
effectiveness  of  past  promotions. 
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Industry  Markets 


Geographic 

Markets 


Support  services  provided  by  American  Software  in  conjunction 
with  its  software  products  include  a 24-hour  hotline  service,  on-site 
implementation  assistance,  training  courses,  and  documentation 
materials. 

Through  its  Professional  Services  Division,  American  Software 
provides  specialized  consulting,  custom  programming,  on-site 
installation,  and  extended  training  services.  These  services  are 
provided  outside  of  the  services  included  in  the  licensing  of  the 
company's  software  products  and  are  typically  provided  under  a 
separate  contract  based  on  time  and  materials  used. 


The  primary  target  market  for  American  Software's  products  is 
Fortune  1000  companies.  The  company  has  licensed  its 
application  software  to  approximately  700  customers. 

End  users  include  manufacturers  of  building  materials,  chemicals, 
consumer  goods,  electronics,  food  products,  pharmaceuticals,  pulp 
and  paper,  steel,  and  textiles;  financial  institutions;  the  health  care 
industry;  petroleum  producers;  public  utilities;  and  the 
transportation  industry. 

American  Software  also  has  joint  marketing  relationships  with 
other  software  and  hardware  vendors  including  Applied  Data 
Research,  Impell-Pacific,  Price  Waterhouse,  Arthur  Young, 
Software  AG,  and  IBM  as  a Business  Partner  in  the  Industry 
Applications  Specialist  Program  and  Marketing  Assistance 
Program. 


Approximately  92%  of  American  Software's  fiscal  1988  revenue 
was  derived  from  the  U.S.  and  8%  was  derived  from  international 
sales. 

A three-year  source  of  revenue  summary  follows: 
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AMERICAN  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

4/88 

4/87 

4/86 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$49.8 

92% 

$38.5 

82% 

$35.1 

92% 

International 

4.4 

8% 

8.2 

18% 

3.2 

8% 

TOTAL 

$54.2 

100% 

$46.7 

100% 

$38.3 

100$ 

American  Software  has  sales  offices  in  Atlanta,  Boston,  Chicago, 
Los  Angeles,  Minneapolis,  Dallas,  Denver,  Philadelphia,  Houston, 
Pittsburgh,  San  Francisco,  and  New  York. 

International  offices  are  located  in  Brussels,  Toronto,  and 
Singapore. 

In  December  1987,  American  Software  entered  into  a joint 
marketing  agreement  with  Charbonnages  de  France  Informatique 
(CdFI),  a branch  company  marketing  its  own  financial  and  human 
resources  software  in  France.  The  agreement  allows  CdFI  to 
market  American  Software's  products  in  France  and  certain 
French  speaking  parts  of  Europe. 


Computer  American  Software  has  the  following  computers  installed  at  its 

Hardware  and  headquarters  in  support  of  software  development  and  testing: 

Software 


• 1 IBM  3084,  OS,  MVS. 

• 2 IBM  System  38s. 

• 1 IBM  9370. 

• 1 IBM  AS/400. 
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COMPANY  PROFILE 


ASA  INTERNATIONAL  LTD.  Alfred  C.  Angelone,  Chairman  and  CEO 

1700  West  Park  Drive  Christopher  Crane,  President 

Westboro,  MA  01581  Robert  L Voelk,  Executive  Vice  President 

(508)  898-2727  Public  Corporation,  OTC 

Total  Employees:  145 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $23,769,000 


The  Company  ASA  International  Ltd.  (ASA)  currently  develops,  markets,  and 

supports  integrated  systems  in  three  vertical  markets: 

international  trade,  manufacturing,  and  independent  tire  dealers. 

The  company  also  provides  systems  for  bar  code  data  collection 

and  utility  software  products  for  DEC  VAX  systems. 

• The  company’s  strategy  includes  acquiring  financially  troubled 
companies  with  strong  products  and  customers  and  improving 
their  performance  within  the  first  year  of  the  acquisition. 

ASA  has  made  six  information  services  acquisitions  since  1986. 

ASA  is  currently  organized  into  the  following  groups: 

• The  International  Trade  and  Transportation  Systems  Group 
provides  IBM  AS/400  and  DEC  VAX-based  software  products 
and  turnkey  systems  to  customs  house  brokers,  freight 
forwarders,  and  other  international  trade  participants  in  the 
U.S.  and  Canada.  The  group  was  formed  by  acquisition  in  1983 
and  expanded  in  1990  with  the  acquisition  of  its  largest 
competitor.  Trade  Data  Services,  Inc. 

• The  Manufacturing  Systems  Group  provides  DEC  VAX  and 
UNIX-based  systems  to  discrete  manufacturers  in  the  U.S.  and 
Canada. 

• The  Tire  Systems  Group  provides  DEC  VAX  and  UNIX-based 
turnkey  systems  to  tire  retailers  and  distributors  in  the  U.S.  and 
Canada. 

• The  Data  Collection  Group  provides  DEC  VAX-based  systems 
to  companies  requiring  bar  code  applications. 
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• The  ASA/Omtool  Division  provides  utility  software  products 
for  DEC  VAX  systems.  The  results  of  this  division  are  reported 
in  the  Interational  Trade  and  Transportation  Systems  Group. 

ASA's  1989  revenue  reached  $23.8  million,  a 23%  increase  over 
1988  revenue  of  $19.3  million.  Net  income  for  1989  was  $520,000, 
compared  to  net  losses  of  $518,000  for  1988.  A five-year  financial 
summary  follows: 

ASA  INTERNATIONAL  LTD. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

Revenue 

• Percent  increase 

$23,769 

$19,281 

$16,931 

$14,894 

$14,733 

(decrease)  from 
previous  year 

23% 

14% 

14% 

1% 

(2%) 

Income  (loss)  before 
taxes 

• Percent  increase 

$575 

$(795) 

$264 

$(308) 

$(539) 

(decrease)  from 
previous  year 

172% 

(401%) 

186% 

43% 

N/A 

• Gross  margin 

2% 

N/A 

2% 

N/A 

N/A 

Net  income  (loss) 

• Percent  increase 

$520 

(a) 

$(518) 

$223 

$(540) 

$(567) 

(decrease)  from 

previous  year 

200% 

(332%) 

141% 

5% 

(200%) 

“ Net  margin 

2% 

N/A 

1% 

N/A 

N/A 

Earnings  (loss)  per 
share 

$0,003 

$(0,003) 

$0,001 

$(0,004) 

$(0,006) 

• Percent  increase 

(decrease)  from 
previous  year 

200% 

(400%) 

125% 

33% 

200% 

(a)  Includes  an  extraordinary  credit  of  $203,000  resulting  from  the  benefit  of  net  operating  loss 
carryforward. 


Through  1989,  ASA's  business  was  segmented  into  four  operating 
groups:  Distribution,  Manufacturing,  Bar  Code  Data  Collection, 
and  International  Trade.  A three-year  summary  of  source  of 
revenue  by  operating  group  follows: 
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ASA  INTERNATIONAL,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Manufacturing 

$9.3 

39% 

$8.2 

42% 

$4.5 

27% 

Distribution 

5.2 

22% 

3.0 

16% 

2.1 

12% 

(a) 

International  Trade 

8.3 

35% 

7.7 

40% 

10.4 

61% 

Bar  Code  Data 

Collection 

0.9 

4% 

0.4 

2% 

(b) 

(b) 

TOTAL 

$23.7 

100% 

$19.3 

100% 

$17.0 

100% 

(a)  Includes  Tire  Systems  revenue  of  about  $2.9  million. 

(b)  For  1987,  bar  code  data  collection  results  are  included  with  those  of  the  Manufacturing  Group. 


ASA  management  attributes  1989  results  to  the  following: 

• Manufacturing  Group  revenue  increased  by  approximately 
$627,000  and  $541,000  for  the  micro-  and  VAX-based  product 
lines,  respectively. 

• Distribution  Group  revenue  resulted  from  increases  of  about 
$0.5  million  from  the  former  Business  Information 
Technologies  unit  (acquired  in  January  1988)  and  a $1.7  million 
increase  from  the  combined  sales  of  the  former  Associated 
Software  Consultants  Organization  unit  (acquired  in  September 
1988)  and  Snyder  business  (acquired  in  July  1989). 

• Bar  Code  Data  Collection  Group  revenues  increased  largely 
due  to  the  sales  generated  by  the  VAX-based  products  first 
introduced  in  1988. 

• International  Trade  Group  revenue  increased  primarily  as  a 
result  of  increased  software  sales  from  newly  introduced  or 
enhanced  products. 

Recent  acquisitions  made  by  ASA  include  the  following: 

• In  March  1990,  ASA  announced  an  agreement  to  acquire 
Computers  Northwest,  Inc.  of  Bellevue  (WA).  Computers 
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Northwest  provides  accounting  and  wholesale  distribution 
software  products  to  tire  dealers  and  wholesale  distributors. 

The  acquisition  is  not  yet  final. 

• In  January  1990,  ASA  purchased  the  assets  of  Trade  Data 
Services,  Inc.  of  Savannah  (GA)  for  about  $1  million  in  cash 
and  notes,  plus  contingent  payments  based  on  future 
performance. 

- Trade  Data  provides  IBM-based  turnkey  systems  to  customs 
house  brokers,  freight  fowarders,  and  other  participants  in 
international  trade. 

- The  operations  of  Trade  Data  have  been  merged  into  ASA's 
International  Trade  and  Transportation  Systems  Group. 

• In  July  1989,  ASA  acquired  Snyder  Computing  Systems,  Inc.  of 
Pittsburgh  (PA)  for  approximately  $384,000. 

- Snyder  provides  Altos  and  Texas  Instruments-based  turnkey 
systems  to  tire  dealers  and  distributors.  The  company  had 
1988  revenue  of  $2.3  million. 

- The  operations  of  Snyder  have  been  merged  into  ASA's  Tire 
Systems  Group. 

• In  March  1989,  ASA  acquired  Omtool  Corporation  of  Salem 
(MA)  for  one  million  shares  of  ASA  common  stock  valued  at 
approximately  $84,000. 

- Omtool  specialized  in  the  development  and  marketing  of 
software  utilities  and  developer  tools,  including  cross- 
compilers.  Omtool  had  approximately  10  employees  at  the 
time  of  the  acquisition. 

• During  1989,  ASA  acquired  non-exclusive  rights  to  Interactive 
Systems  Inc.'s  FASBE  accounting  system. 

In  January  1990,  ASA  sold  its  Micro-MRP,  Inc.  subsidiary  to 

Kewill  Systems  PLC  (U.K.)  for  $5.3  million. 

• Micro-MRP  develops  and  markets  IBM  and  compatible 
microcomputer  software  products  and  turnkey  systems  for  MRP 
II  manufacturing  and  financial  control  applications. 

• Micro-MRP  had  approximately  40  employees  at  the  time  of  the 
divestiture  and  1989  revenue  of  about  $5.2  million. 
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As  of  December  31,  1989,  ASA  had  145  full-time  employees 
(excluding  Micro-MRP),  segmented  as  follows: 


Marketing  and  sales  24 

Customer  support  and  training  45 

Custom/product  development  and 
engineering  37 

General  and  administrative  31 

Executive  officers  8 


145 

ASA's  primary  competitors,  by  market  area,  include  the  following: 
« International  trade:  Freight  Data  Systems,  Ltd. 

• Manufacturing  systems:  IBM,  ASK  Computer  Systems,  and 
Cincom 

• Tire  systems:  Laventhol  & Horwath,  Madden  Co.,  and 
Progressive 

» Bar  code  data  collection:  Welch  Allen,  Epoch  Data  Systems, 
and  Burr  Brown 


Key  Products  and  Virtually  all  of  ASA's  1989  revenue  was  derived  from  turnkey 
Services  systems  and  associated  support  services. 

ASA  currently  has  more  than  1,500  clients. 

The  International  Trade  and  Transportation  Systems  Group 
provides  software  products  and  turnkey  systems  that  prepare 
documents  required  for  compliance  with  U.S.  Customs' 
regulations,  track  the  movement  of  goods  and  paperwork,  and 
perform  invoicing  and  general  accounting  functions.  The  products 
are  targeted  to  customs  house  brokers  and  freight  forwarders. 

• This  group's  clients  process  in  excess  of  35%  of  all  shipments 
entering  the  U.S. 

• The  Custom  House  Documentation  System  prepares  the  forms 
required  by  a customs  house  broker  to  complete  an  import 
shipment,  calculates  import  duties  and  service  fees,  prepares 
invoices,  processes  liquidations,  and  tracks  missing  documents. 

- Each  system  includes  a data  base  of  tariffs  provided  by  U.S. 
Customs.  ASA  updates  this  data  base  as  changes  are  made 
by  the  U.S.  government. 
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“ The  system  is  available  for  various  DEC  and  IBM 
computers,  based  on  the  size  and  number  of  entries 
processed  by  a particular  customs  house  broker.  Pricing 
ranges  from  $30,000  to  $500,000. 

- A shipment  tracing  module  facilitates  tracking  of  import 
shipments.  Importers  may  access  their  own  information 
using  the  import  connection  to  their  broker's  data  base. 

• ASA's  Automated  Broker  Interface  (ABI)  system  extracts  entry 
summary  data  from  ASA's  Custom  House  Documentation 
System,  then  formats  and  electronically  transmits  this  data  to 
the  U.S.  Customs'  computer,  facilitating  shipment  release  and 
document  filing.  Customs  Automated  Data  Exchange  System 

' (CADEX)  is  the  Canadian  equivalent  of  ABI. 

• ASA  also  provides  export  systems  based  on  DEC  hardware  for 
air  and  ocean  freight  forwarders. 

- The  Air  Freight  System  processes  information  for  each 
shipment  of  goods,  including  performing  an  automatic  credit 
check  of  the  shipper,  validating  shipment  information, 
preparing  bills  of  lading,  routing  shipments  for  multibranch 
companies,  assigning  air  waybills,  calculating  freight  charges, 
consolidating  multiple  shipments,  calculating  commissions, 
and  tracking  shipments. 

- The  Ocean  Export  Documentation  System  performs  similar 
functions,  including  tracking  vessel  departures  and  arrivals, 
preparation  of  commercial  invoices  and  other  required 
export  documents,  tracking  of  ocean  freight  commissions, 
and  providing  sales  management  information. 

• ASA  also  provides  accounting  software  for  use  with  either  its 
import  or  export  systems  or  as  a separate  system  for  companies 
involved  in  international  trade. 

- Applications  supported  include  billing,  tracking  of  accounts 
receivable  and  accounts  payable,  verification  and  matching 
of  related  transactions,  general  ledger,  financial  reporting, 
sales  analysis,  and  tracking  of  brokerage  commissions  from 
steamship  lines  and  airlines. 

• EDI  capabilities  are  also  available. 

• Customers  are  located  in  the  U.S.,  Canada,  Puerto  Rico, 
Bermuda,  and  the  Virgin  Islands. 
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The  Manufacturing  Systems  Group  provides  DEC  VAX  and 
UNIX-based  software  products  and  turnkey  systems  for 
manufacturing  control  and  accounting  applications. 

• The  OPIS  MRP  II  System  is  a closed-loop  MRP  II  system  for 
DEC  MicroVAX  and  VAX  computers  and  networks  targeted 
primarily  to  make-to-stock  manufacturers  with  over  $25  million 
in  sales  volume. 

- Modules  include  Bill  of  Materials,  Inventory  Control,  Master 
Production  Scheduling,  Material  Requirements  Planning, 
Purchasing,  Production  Control,  and  Sales  Order 
Management. 

• The  OPIS  Manufacturing  System  is  a turnkey  manufacturing 
control  and  accounting  system  for  DEC  MicroVAX  and  VAX 
computers  and  networks.  This  is  a closed-loop  system  primarily 
for  make-to-order  manufacturers  ranging  in  size  from  about  $3 
to  $30  million  in  sales  volume. 

- Modules  include  Estimating  and  Quoting,  Job  Shop  Control, 
Bill  of  Materials,  Inventory  Control,  Multi-Location 
Inventory,  Production  Control,  MRP,  Purchasing,  General 
Ledger,  Sales  Order  Entry/Invoicing,  Sales  Order  Analysis, 
Sales  Order  Configurator,  Payroll,  Accounts  Receivable, 
Accounts  Payable,  Prospect  Tracking,  and  an  ad-hoc  report 
writer. 

‘ ASA  also  offers  a set  of  financial  applications  which  can  be 
integrated  with  the  Job  Shop  and  MRP  II  systems.  Applications 
include  general  ledger,  accounts  receivable,  accounts  payable, 
payroll,  bank  reconciliation,  project  tracking,  and  fixed  assets. 

• Professional  services  provided  by  this  group  include  designing 
and  installing  custom  software  applications  on  DEC  hardware. 

The  Tire  Systems  Group,  with  1989  revenue  of  $2.9  million  and  a 
loss  of  $158,000,  provides  turnkey  systems  to  tire  retailers  and 
distributors.  The  group  currently  has  over  900  active  accounts  in 
the  U.S.  and  Canada. 

• Tire  Max  2000  is  ASA's  system  for  DEC  VAX  and  UNIX 
systems  targeted  to  independent  tire  dealers. 

- System  functions  include  order  processing,  inventory  control, 
bill  of  materials,  purchase  orders,  accounts  receivable, 
accounts  payable,  sales  analysis,  and  general  ledger. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


Bar  code  data  collection  software  available  from  ASA  includes  the 
following: 

• Shopkeeper  supports  shop  floor  management  and  automates 
collection  of  data  for  payroll,  labor,  production,  and  inventory. 

• Wand  2S  is  a utility  for  data  collection  network  management. 

ASA's  product  pricing  is  available  on  request.  Prices  vary 
according  to  modules  selected  and  the  hardware  platform  of  the 
user. 


Approximately  35%  of  ASA's  1989  revenue  was  derived  from 
customs  house  brokers  and  freight  forwarders,  39%  from 
manufacturers,  and  26%  from  distributors. 


An  estimated  90%  of  ASA's  1989  revenue  was  derived  from  the 
U.S.  and  10%  from  Canada. 

ASA's  headquarters  are  located  in  Westboro  (MA).  Other  U.S. 
offices  are  located  as  follows: 

• International  Trade  and  Transportation  Systems  Group:  Salem 
(NH),  New  York  (NY),  Los  Angeles  and  Burlingame  (CA),  and 
Savannah  (GA). 

• Manufacturing  Systems  Group:  Westboro  (MA). 

« Tire  Systems  Group:  Westboro  (MA)  and  Tucker  (CA). 

• Data  Collection  Group:  Westboro  (MA). 

ASA  markets  its  products  and  services  primarily  through  a direct 
sales  force. 


ASA  has  DEC  VAX  3XXX  and  MicroVAX  computers  installed  in 
Westboro  (MA)  and  Salem  (NH)  in  support  of  its  research  and 
development  and  customer  support  activities. 
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ASK  COMPUTER  SYSTEMS,  INC. 

2240  W.  El  Camino  Real 
P.O.  Box  7640 

Mountain  View,  CA  94039-7640 
(415)  969-4442 


Ronald  Braniff,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  801  (9/89) 

Total  Revenue,  Fiscal  Year  End 
6/30/89:  $186,293,000 


The  Company  ASK  Computer  Systems,  incorporated  in  1974,  develops,  markets, 

and  supports  the  MANMAN^  Information  System,  an  integrated 
management  information  system  for  the  manufacturing  industry. 
MANMAN  is  available  as  a turnkey  system,  through  the 
company's  ASKNET  remote  processing  service,  or  as  a software 
product. 

• On  September  21, 1989,  ASK  acquired  Data  3 Systems,  Inc.  of 
Santa  Rosa  (CA)  for  approximately  $19  million  in  cash.  The 
acquisition  was  accounted  for  as  a purchase. 

- Data  3 Systems,  a privately  held  company,  develops  and 
markets  integrated  manufacturing  software  systems  and 
support  services  for  IBM  AS/400  and  System  38  computers. 

- Data  3 Systems  has  over  500  customer  sites  worldwide.  The 
company  had  115  employees  at  the  time  of  the  acquisition 
and  revenue  of  over  $16  million  for  the  fiscal  year  ending 
June  30,  1989. 

- Data  3 Systems  now  operates  from  its  offices  in  Santa  Rosa 
as  an  independent  division  of  ASK. 

• As  a result  of  the  acquisition  of  NCA  Corporation  of  Santa 
Clara  (CA)  in  August  1987,  ASK  continues  to  enhance  and 
support  the  MAXCIM™  line  of  manufacturing/financial 
planning  and  control  applications  for  DEC  VAX  systems. 

ASK's  fiscal  1989  revenue  reached  $186.3  million,  a 31%  increase 
over  fiscal  1988  revenue  of  $142.4  million.  Net  income  rose  25%, 
from  $10.8  million  in  fiscal  1988,  to  $13.5  million  in  fiscal  1989.  In 
the  five-year  summary  that  follows,  financials  do  not  include  Data 
3 Systems,  which  was  acquired  subsequent  to  the  end  of  fiscal 
1989: 


December  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  10 


ASK  COMPUTER  SYSTEMS,  INC. 


INPUT 


ASK  COMPUTER  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FiSCAL  YEAR 

ITEM 

6/89 

6/88 

6/87 

6/86 

6/85 

Revenue 

• Percent  increase 

$186,293 

$142,414 

$98,305 

$76,019 

$79,233 

(decrease)  from 
previous  year 

31% 

45% 

29% 

(4%) 

' 22% 

Income  before  taxes 
• Percent  increase 

$21,047 

$15,422 

$12,534 

$9,816 

$14,709 

(decrease)  from 
previous  year 

36% 

23% 

28% 

(33%) 

35% 

Net  income 
• Percent  increase 

$13,490 

$10,795 

$8,001 

$5,889 

$7,949 

(decrease)  from 
previous  year 

25% 

35% 

36% 

(26%) 

29% 

Earnings  per  share 
• Percent  increase 

$1.00 

$0.82 

$0.62 

$0.46 

$0.65 

(decrease)  from 
previous  year 

22% 

32% 

35% 

(29%) 

23% 

ASK  management  attributes  increases  in  revenue  and  net  income 
primarily  to  a higher  volume  of  sales  and  service  domestically. 
Growth  also  reflects  additional  product  offerings,  expansion  in 
international  markets,  and  the  fiscal  1988  acquisition  of  NCA. 

Product  development  expenditures  were  approximately  $13.4 
million  (7%  of  revenue)  in  fiscal  1989,  $11.9  million  (8%  of 
revenue)  in  fiscal  1988,  and  S8.3  million  (8%  of  revenue)  in  fiscal 

1987.  Additional  capitalized  software  development  costs  were 
$869,000  in  fiscal  1989,  $1.3  million  in  fiscal  1988,  and  $777,000  in 
fiscal  1987. 

Revenue  for  the  three  months  ending  September  30,  1989  was  $38 
million,  a 3%  decrease  from  $39.3  million  for  the  same  period  in 

1988.  Net  income  for  the  period  was  $552,000,  a 77%  decrease 
from  $2.4  million  for  the  same  period  a year  ago. 

« The  company  experienced  a generally  lower  level  of  demand  in 
its  market  and  some  delays  in  customer  approvals  during  the 
quarter.  ASK  management  attributes  the  results  principally  to 
a lower  level  of  capital  spending  in  the  manufacturing  sectors  of 
the  U.S.  economy. 
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• Lower  income  reflects  the  combined  effects  of  lower  than 
anticipated  revenue  with  comparatively  larger  operating 
expenses.  Selling,  general,  and  administrative  expenses  were 
$15  million,  compared  to  $13.2  million  for  the  same  period  a 
year  ago.  The  increase  is  due  mainly  to  international 
expansion,  growth  in  field  sales  and  services  organizations, 
general  increases  in  salaries,  and  costs  associated  with  a new 
advertising  campaign. 

As  of  August  31,  1989,  ASK  had  801  full-time  employees, 
segmented  as  follows: 

Marketing,  sales,  education. 


and  field  support  478 

Product  development  193 

ASKNET  operations  20 

Finance  and  administration  110 

801 


The  company  currently  has  over  915  employees  (including  115 
Data  3 Systems  employees). 

ASK  competes  with  IBM,  Hewlett-Packard  (HP),  and 
Management  Science  America  (Dun  & Bradstreet)  in  the  software 
product/turnkey  system  market.  In  the  processing  services  area, 
the  primary  competitor  is  Xerox  Computer  Services. 


Key  Products  and  A three-year  summary  of  ASKs  source  of  revenue  follows: 

Services 
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ASK  COMPUTER  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/89 

6/88 

6/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Turnkey  systems 
and  software 

$144.8 

78% 

$108.3 

76% 

$77.5 

79% 

Warranty-Plus 

22.4 

12% 

18.5 

13% 

9.8 

10% 

Processing,  education, 
systems  integration, 
and  implementation 

19.1 

10% 

15.6 

11% 

11.0 

11% 

TOTAL 

$186.3 

100% 

$142.4 

100% 

$98.3 

100% 

ASK  provides  its  management  information  systems  to  discrete  and 
process  manufacturing  companies.  The  systems  are  available  on  a 
turnkey  basis,  as  software  products,  or  via  the  ASKNET  processing 
service.  There  are  currently  over  3,000  ASK  customer  sites 
worldwide. 

• ASK  systems  operate  on  HP,  DEC,  and  IBM  midrange 
computers. 

• ASK  provides  its  software  products  under  a perpetual  fully-paid 
license  agreement  to  be  used  on  a specific  serial  numbered 
computer. 

• All  computer  hardware  installation,  maintenance,  repair,  and 
operating  system  software  updates  for  ASK  turnkey  clients  are 
provided  by  the  hardware  vendor.  ASK  is  responsible  only  for 
the  installation  and  maintenance  of  its  software  products. 

ASK's  primary  offering  is  the  MANMAN  Information  System,  an 
on-line,  interactive  system  that  consists  of  integrated  products  for 
manufacturing,  finance,  marketing,  customer  service,  decision 
support,  and  computer-integrated  manufacturing  functions. 
MANMAN  is  available  to  clients  as  a turnkey  system,  software 
only,  or  as  a processing  service. 
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• MANMAN  is  targeted  to  manufacturers  in  the  batch 
production,  JIT/repetitive,  automotive,  job  shop,  and  batch 
process  manufacturing  segments. 

• MANMAN  runs  on  HP  3000  and  Precision  Architecture  900 
series  computers  and  DEC  VAX  series  minicomputers. 

• There  are  currently  over  1,800  MANMAN  clients  worldwide. 

MANMAN  products  are  integrated  by  a common  data  base.  Each 

product  can  be  used  independently  or  integrated  with  one  or  more 

MANMAN  products.  MANMAN  currently  consists  of  the 

following  products: 

Manufacturing: 

• MANMAN/MFG™  is  designed  to  manage  all  aspects  of 
manufacturing  planning  and  execution,  including  inventory 
control,  bill  of  materials/engineering  design,  work-in- 
progress/shop  floor  control,  purchasing,  material  requirements 
planning,  capacity  requirements  planning,  master  production 
scheduling,  and  cost  accounting. 

• PLANMAN*^/MFG  is  a forecasting  and  budgeting  product  that 
links  minicomputer-based  manufacturing  data  to 
microcomputers  for  sales  analysis  and  forecasting,  and  provides 
an  interface  to  certain  spreadsheets. 

• MANMAN/REPETITIVE™  provides  for  the  planning  and 
controlling  of  high-volume,  low  inventory,  and  short  lead  time 
manufacturing.  The  product  supports  build  rate  scheduling, 
work  area  inventory  replenishment,  and  work-in-progress 
inventory  consumption  and  costing. 

• MANMAN/PROJECTS™  is  an  integrated  project 
management  system  that  monitors  progress  and  tracks  time  and 
materials  costs  expended  on  projects. 

• MANMAN/B ARSCAN™  is  an  integrated  bar  code  production 
system  that  permits  fast  and  accurate  data  entry.  It  prints  bar 
codes  on  various  turnaround  documents,  creates  custom  bar 
code  menus,  and  outputs  bar  coded  labels. 

• MANMAN/QUALITY™  tracks  and  analyzes  product  and 
process  quality. 
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• MANMAN/TRACKER™  provides  lot  tracking  and  reporting 
requirements,  from  purchase  order  receipt  through  production 
to  final  shipment. 

Connectivity: 

• MANMAN/ENGINEER™  integrates  the  engineering  and 
manufacturing  departments  by  providing  an  interface  between 
MANMAN  and  CAE/CAD  systems.  This  product  has  all  the 
bill  of  material,  engineering  change  control,  and  part  number 
translation  functionally  contained  in  MANMAN/MFG,  but  in  a 
separate  work  area  data  base. 

• MANMAN/DATAPORT™  allows  information  to  be 
transferred  directly  between  MANMAN  and  certain  third-party 
shop  floor  data  collection  systems.  It  also  provides  for 
electronic  interplant  inventory  transmissions. 

Customer  Service: 

« MANMAN/OMAR^  is  an  order  management  and  accounts 
receivable  system  that  provides  automated  customer  quotation, 
order  entry,  billing,  and  sales  analysis  functions. 

• MANMAN/SERVICEMAN^  is  a product  service  management 
tool  that  maintains  customer,  equipment,  and  contract 
information,  tracks  field  service  calls,  monitors  depot  repair 
activity,  and  facilitates  telephone/technical  support  operations. 

Finance  and  Administration: 

® MANMAN/AP™  is  an  accounts  payable  system  that  is  fully 
integrated  with  MANMAN  purchasing  and  general  ledger 
functions. 

• MANMAN/GL™  provides  general  ledger,  budget 
maintenance,  consolidations,  journal  processing,  and  financial 
statement  presentation. 

• MANMAN/FA™  is  a fixed-assets  product  that  manages 
depreciable  and  non-depreciable  assets  from  acquisition 
through  retirement. 

• MANMAN/PAYROLL™  calculates  and  processes  payroll 
checks  and  tracks  employee,  tax,  and  deduction  information. 

• MANMAN/HR™  is  a human  resources  product  that  tracks 
employee  activity,  administers  benefits,  supports  compliance 
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with  government  regulations,  and  controls  the  recruitment, 
application,  and  hiring  process. 

Decision  Support: 

• DecisionMaker^  is  a management  reporting  tool  that 
summarizes  key  manufacturing,  customer  service,  and  financial 
information  on-line  and  creates  exception  reports  for  high-level 
management. 

• Users  can  modify  MANMAN's  standard  reports  or  create  their 
own  using  Cognos'  QUIZ  on  the  HP  3000  or  Interactive 
Software  Systems'  UDMS  on  the  DEC  VAX. 

ASK's  MAXCIM  software,  acquired  with  NCA  in  August  1987, 
consists  of  integrated  modules  for  manufacturing,  financial,  sales 
and  marketing,  administrative,  and  information  management 
applications  designed  to  assist  management  in  planning  and 
controlling  manufacturing  operations.  The  software  is  available 
for  DEC  VAX  computers. 

• ASK  continues  to  enhance  and  support  the  MAXCIM  product 
line  for  its  existing  base  of  approximately  600  customers. 
MAXCIM  is  also  available  on  ASKNET  as  a processing  service. 

• ASK  currently  actively  markets  MANMAN  (rather  than 
MAXCIM)  to  prospective  new  customers. 

ASK  offers  clients  access  to  its  MANMAN  and  MAXCIM 
software  through  its  ASKNET  remote  computing  service. 

• ASKNET  serves  manufacturing  companies  whose  current  size 
and  growth  rate  do  not  presently  justify  purchase  of  in-house 
turnkey  systems.  These  customers  are  prime  candidates  for 
later  conversion  to  in-house  systems. 

« ASK  currently  operates  approximately  10  HP  and  DEC  systems 
in  support  of  its  on-line  remote  processing  services.  There 
currently  are  approximately  100  processing  clients. 

ASK's  Data  3 Systems  division  markets  and  supports 
manufacturing,  accounting,  bar  code  and  distributed  requirements 
planning  (DRP),  and  processing  planning  systems  for  the  IBM 
AS/400  and  System/38. 

• Data  3 Systems  targets  its  products  to  midrange  companies 
(firms  with  annual  sales  of  $10  million  or  more)  and  medium- 
sized divisions  of  large  corporations. 
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• Products  include  the  following: 

- SIM/400  manufacturing,  financial,  bar  code,  and  DRP 
packages  are  available  for  IBM  AS/400  systems. 

- MRPS  38  manufacturing,  financial,  process,  bar  code,  and 
DRP  packages  are  available  for  IBM  System/38  computers. 

• Data  3 Systems  is  a domestic  authorized  Industry  Remarketer 
of  IBM  business  products,  and  an  international  Value  Added 
Reseller  of  INTERMEC  bar  code  data  collection  hardware. 

• There  are  currently  over  500  installations  of  Data  3 Systems' 
products  worldwide. 

ASK  offers  the  following  support  services  for  its  MANMAN  and 

MAXCIM  product  lines: 

• Warranty-Plus,  an  extended  maintenance  software  subscription 
service,  provides  customers  with  normal  software  maintenance, 
product  enhancements,  and  unlimited  telephone  consulting 
regarding  ASK  software  features  and  procedures.  The  service 
is  billed  to  customers  on  a quarterly  or  annual  basis,  in  advance. 
Virtually  all  of  ASK's  customers  purchase  the  Warranty-Plus 
service. 

• ASK  offers  its  MANMAN  and  MAXCIM  customers  a variety  of 
software  installation,  technical  support,  user  training,  and 
education  services,  which  are  performed  for  a separate  charge 
either  at  ASK's  offices  or  at  the  customer's  site.  In  addition  to 
MANMAN  training,  more  than  30  standard  training  courses 
ranging  from  systems  management  to  MRP  are  available. 

• ASK  Assistance™  services  include  site-specific  technical 
consulting,  including  system  installation,  implementation,  and 
integration  of  ASK  software  with  other  systems. 

ASK  currently  intends  to  extend/improve  its  product  line  in  the 

following  areas: 

• Extend  MANMAN  systems  capabilities  to  better  handle  the 
needs  of  manufacturers  using  repetitive /JIT  manufacturing 
methods. 

• Develop  applications  using  a relational  data  base. 

' Better  address  the  needs  of  batch  process  manufacturers,  and 
manufacturers  who  supply  the  automotive  industry. 
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• Improve  the  connectibility  of  ASK's  products  to  those  of  other 
manufacturing-related  software  products. 

• Expand  the  current  systems  to  incorporate  the  needs  of  multi- 
site, vertically  integrated  manufacturing  companies. 


Industry  Markets  One  hundred  percent  of  ASK's  revenue  is  derived  from  the 

discrete  and  process  manufacturing  industries. 

ASK  clients  range  from  start-ups  to  Fortune  500  companies. 

Many  Data  3 Systems  customers  are  Fortune  500  companies,  with 
31  of  these  companies  having  attained  Class  "A"  status. 


Geographic  Approximately  85%  of  ASK's  fiscal  1989  revenue  was  derived 

Markets  from  North  America  and  15%  from  international  sources.  A 

three-year  summary  of  source  of  revenue  follows: 

ASK  COMPUTER  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/89 

6/88 

6/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$158.2 

85% 

$124.3 

88% 

$89.9 

92% 

Europe 

20.3 

11% 

13.5 

9% 

6.1 

6% 

Other 

7.7 

4% 

4.6 

3% 

2.3 

2% 

TOTAL 

$186.2 

100% 

$142.4 

100% 

$98.3 

100% 

ASK  has  over  40  sales  and  support  offices  worldwide. 

ASK  markets  the  MANMAN  and  MAXCIM  products  in  the  U.S., 
Australia,  Canada,  the  U.K.,  France,  Germany,  Malaysia,  the 
Netherlands,  Singapore,  Sweden,  Switzerland,  Taiwan,  and 
Thailand  through  its  own  marketing  organization.  Distributors  are 
located  in  India,  Japan,  and  the  People's  Republic  of  China. 
MAXCIM  products  are  also  represented  by  distributors  in  foreign 
markets  including  France  and  Australia. 
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Data  3 Systems  also  has  affiliates  to  market  its  products  outside 
the  U.S. 


ASK's  data  center  in  Los  Altos  (CA)  has  17  HP  3000  and  19  DEC 
VAX  systems  installed  in  support  of  program  development, 
customer  and  internal  support,  and  ASKNET  processing  services. 
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COGNOS  INCORPORATED 

3755  Riverside  Drive 
Ottawa,  Ontario  K1 G 3Z4 
(613)  738"1440 


Michael  U.  Potter,  Chairman  and  CEO 
Thomas  I.  Csathy,  President  and  COO 
Public  Corporation,  NASDAQ,  TSE 
Total  Employees:  1,131  (2/89) 

Total  Revenue,  Fiscal  Year  End 
2/27/89:  $107,912,000  ($  Canadian) 


The  Company  Cognos  Incorporated  develops,  markets  and  supports  application 

development  and  data  management  software  products.  The 
company's  primary  product  is  the  PowerHouse^  4GL  application 
development  language. 

• Cognos  was  founded  in  1969  as  a software  consulting  firm  and 
began  marketing  packaged  software  products  in  1979.  Its 
original  product,  a report  writer  for  the  HP  3000  minicomputer, 
evolved  into  the  application  development  language  now  called 
PowerHouse  4GL. 

• Cognos'  common  stock  is  traded  in  the  U.S.  on  the  NASDAQ 
National  Market  System.  In  Canada,  the  company's  stock  is 
traded  on  the  Toronto  Stock  Exchange. 

Cognos  is  dedicated  to  providing  a complete  application 
development  and  data  management  environment  that  integrates 
with  major  hardware  platforms  and  data  bases. 

Cognos'  fiscal  1989  revenue  reach  $107.9  million,  a 30%  increase 
over  fiscal  1988  revenue  of  $83  million.  Net  income  rose  102%, 
from  $3.1  million  to  over  $6.3  million.  In  the  five-year  summary 
that  follows,  financials  are  expressed  in  Canadian  dollars. 
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COGNOS  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands  Canadian,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

2/89 

2/28 

2/87 

2/86 

2/85 

Revenue 

• Percent  increase 

$107,912 

$83,031 

$68,433 

$45,340 

$30,088 

from  previous  year 

30% 

21% 

51% 

51% 

42% 

Income  before  taxes 
• Percent  increase 

$10,706 

$6,105 

$9,403 

(a) 

$2,187 

$1,381 

(decrease)  from 

(48%) 

previous  year 

75% 

(35%) 

330% 

58% 

Net  income 
• Percent  increase 

$6,346 

$3,134 

$6,853 

(a) 

$902 

$461 

(decrease)  from 

previous  year 

102% 

(54%) 

660% 

96% 

(63%) 

Earnings  per  share 
• Percent  increase 

$0.62 

$0.32 

$0.83 

(a) 

$0.12 

$0.07 

(decrease)  from 

previous  year 

94% 

(61%) 

592% 

71% 

(63%) 

(a)  In  August  1986,  Cognos  sold  investment  tax  credits  concurrently  with  its  initial  public  offering  in 
Canada,  The  effect  of  this  non-recurring  sale  in  fiscal  1987  was  to  increase  income  before 
taxes  by  $2.5  million,  net  income  by  $1.8  million,  and  earnings  per  share  by  $0.22. 


Cognos  management  attributes  revenue  growth  in  fiscal  1989  to 
increased  market  acceptance  of  PowerHouse  products  and  related 
services  in  each  of  its  primary  hardware  markets:  Hewlett- 
Packard,  DEC,  and  Data  General 

• Revenue  from  PowerHouse  products  and  related  services  in  the 
Hewlett-Packard  market  increased  by  $11.8  million  (27%)  from 
fiscal  1988  to  fiscal  1989.  Cognos'  PowerHouse  products  and 
services  for  Hewlett-Packard's  Precision  Architecture  (Series 
900)  users  accounted  for  $13  million  of  revenue  in  fiscal  1989. 

• Revenue  from  PowerHouse  products  and  related  services  in  the 
DEC  market  increased  by  $11.5  million  (56%)  during  fiscal 
1989.  _ 

• Revenue  from  PowerHouse  products  and  related  services  in  the 
Data  General  market  increased  by  $1.7  million  (23%)  during 
fiscal  1989. 
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Key  Products  and 
Services 


• Revenue  growth  from  fiscal  1988  to  1989  was  reduced  by  a near 
8%  decline  in  the  value  of  the  company's  primary  trading 
currencies  relative  to  the  company's  Canadian  dollar  reporting 
currency  over  that  period. 

Gross  research  and  development  expenditures  were  approximately 
$14.4  million  (13%  of  revenue)  in  fiscal  1989,  compared  to  $12 
million  (14%  of  revenue)  in  fiscal  1988,  and  $9.6  million  (14%  of 
revenue)  in  fiscal  1987. 

• Of  these  expenditures,  approximately  $1.3  million,  $670,000, 
and  $229,000  were  recovered  from  third  parties  (primarily 
Canadian  federal  and  provincial  governments)  during  fiscal 
1989,  1988,  and  1987,  respectively. 

As  of  February  1989,  Cognos  had  1,131  employees.  The  company 
currently  has  approximately  1,200  employees. 

PowerHouse  competitors,  by  hardware  market,  include  the 
following: 

• Hewlett-Packard  market:  HP  and  Infocenter  Ltd. 

• DEC  market:  DEC,  Information  Builders,  Relational 
Technology,  Cincom  Systems,  and  Oracle. 

• Data  General  market:  Information  Builders,  Relational 
Technology,  and  Cybertek  Computing. 


Over  55%  of  Cognos'  fiscal  1989  revenue  was  derived  from 
software  product  licenses,  29%  from  product  support,  and  15% 
from  education  and  product  consulting  services.  A three-year 
summary  of  source  of  revenue  follows: 
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COGNOS  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions,  Canadian) 


FISCAL  YEAR 

2/89 

2/88 

2/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software  product 
licenses 

$59.7 

55% 

$48.9 

59% 

$43.8 

64% 

Product  support 

31.6 

29% 

23.9 

29% 

17.3 

25% 

Education  and 
consulting 

16.6 

15% 

10.2 

12% 

7.3 

11% 

TOTAL 

$107.9 

100% 

$83.0 

100% 

$68.4 

100% 

Cognos*  PowerHouse  solution  includes:  the  PowerHouse  fourth- 
generation  language  (PowerHouse  4GL)  and  application 
development  tools;  PowerHouse  StarBase™,  an  advanced  SQL- 
compatible  relational  data  base  management  system  (RDBMS); 
and  PowerHouse  StarNet™  and  PowerHouse  StarGate™, 
components  of  PowerHouse  StarBase  which  provide  connectivity 
and  data  base  manipulation  capabilities. 

There  are  currently  PowerHouse  installations  at  over  12,000  sites 
in  over  60  countries  and  close  to  3,000  installations  of 
PowerHouse  PC. 


PowerHouse  4GL,  the  heart  of  the  Cognos  solution,  is  an 
application  development  language  that  supports  the  application 
development  cycle,  from  design  through  documentation  and 
maintenance. 

• PowerHouse  4GL  features  QUICK*^,  a screen-,  menu-,  and 
form-generator;  QUIZ^,  a report  generator  designed  for  read- 
only data  base  access;  QTP,  a special  facility  for  data 
manipulation  and  batch  processing  tasks;  and  a powerful  4GL 
dictionaiy  that  stores  the  definitions  and  attributes  for  each 
data  item  in  an  application. 

• PowerHouse  4GL  operates  on  DEC  VAX/VMS  systems.  Data 
General  ECLIPSE  MV  computers,  and  Hewlett-Packard  HP 
3000  systems  under  MPE  V and  MPE  XL. 
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• A new  UNIX  version  of  PowerHouse  4GL  is  now  available  for 
HP-UX  and  will  also  be  ported  to  other  UNIX  platforms. 
Development  efforts  are  also  underway  to  bring  PowerHouse  to 
users  of  IBM's  AS/400  and  MVS  systems. 

PowerHouse  StarBase,  released  in  January  1989,  is  an  advanced  . 
RDBMS  that  offers  distributed  data  base  functionally  and  features 
distributed  networking,  data  integrity  and  security,  high  multi-user 
performance,  ANSI  and  ISO  standard  SQL  compliance,  and  close 
integration  with  hardware  architectures. 

• The  initial  version  of  PowerHouse  StarBase  runs  on  DEC  VAX 
systems,  is  tightly  integrated  with  the  VMS  operating  system, 
and  is  fully  compatible  with  VAXclusters. 

PowerHouse  StarNet  serves  as  a requester/server  data 
communications  facility,  processing  requests  for  data  base  access 
and  routing  them  to  the  appropriate  data  base. 

» PowerHouse  StarNet  adds  distributed  processing  capabilities  to 
PowerHouse  StarBase.  The  product  currently  supports 
DECnet  and  TCP/IP  communications  protocols  and  can  be 
used  to  access  PowerHouse  StarBase,  Rdb,  and  RMS  files. 

PowerHouse  StarGate  provides  the  necessary  conversions  that 
allow  data  bases  of  different  structures  to  exchange  data.  The 
product  lets  users  access  different  data  bases  for  different 
applications,  or  within  the  same  application. 

In  addition  to  its  core  development  language  and  data 
management  system,  Cognos  offers  additional  software  products 
that  are  part  of  the  total  PowerHouse  solution  as  follows: 

• PowerHouse  PC  provides  the  full  capabilities  of  PowerHouse 
4GL  on  IBM  PC/AT  and  compatibles  and  386-based  systems. 

- The  product  runs  on  networks  supporting  the  OS/2  LAN 
Manager  (Microsoft),  and  popular  MS-DOS-based  PC 
LANs,  including  Novell,  3COM,  Ungermann-Bass,  Banyan, 
and  the  IBM  Token  Ring-based  products. 

- Through  its  host  communications  with  DEC  VAX,  Data 
General,  and  Hewlett-Packard  mid-range  systems, 
PowerHouse  PC  provides  source  file  and  data  file  transfer 
between  the  microcomputer  and  mid-range  PowerHouse 
systems. 
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- PowerHouse  users  on  mid-range  networks  such  as  DECnet 
PCS  A,  HP  Star  LAN,  and  Data  General  PC*  I,  can  develop 
applications  that  run  on  the  microcomputer,  while  storing 
software  and  data  on  their  mid-range  systems. 

• Financial  software  packages  available  from  Cognos  include  the 
following: 

- MULTIVIEW^  offers  integrated  financial  applications, 
including  general  ledger,  accounts  receivable,  and  accounts 
payable. 

- PowerPlan*^  is  a decision  support  tool  for  financial  planning 
and  analysis.  The  product  handles  text  and  numeric  data  and 
accepts  reports  from  other  Cognos  products,  including 
MULTIVIEW  and  The  EXPERT™,  an  information 
management  system  that  provides  immediate  access  to 
information  in  a data  base. 

Cognos  products  that  enhance  the  application  development  and 

data  management  functions  of  the  company's  core  products 

include  the  following: 

• PHLEX™  is  a customized  PowerHouse  link  to  Index 
Technology's  computer-aided  software  engineering  (CASE) 
tool,  Excelerator.  It  translates  systems  designed  in  Excelerator 
to  PowerHouse  4GL  code. 

• PowerHouse  ARCHITECT™  is  a tool  that  generates 
prototypes  of  applications,  reduces  maintenance  time,  and 
automatically  creates  documentation. 

• PowerHouse  GRAPHICS™  is  an  on-line  graphics  and 
reporting  system  that  allows  users  to  extract  data  quickly  from  a 
data  base  and  display  it  graphically. 

• The  20/20  Database  Connection,  introduced  in  1988,  allows 
data  from  PowerHouse  applications  to  be  displayed  in  Access 
Technology's  20/20  spreadsheets. 

The  following  products,  jointly  developed  by  Cognos  and 

DB/ACCESS,  Inc.,  allow  PowerHouse  users  to  access  data  on 

IBM  mainframes: 

• LOAD/PowerHouse™  allows  PowerHouse  users  to  access 
IBM  mainframe  data  from  minicomputers. 
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• VIEW/PC™  allows  PowerHouse  users  to  access  IBM 
mainframe  data  from  microcomputers. 

During  1989,  Cognos  will  also  introduce  InQuizitive™,  a new  end- 
user  report  writer  and  a new  executive  information  system  (EIS) 
product. 

• InQuizitive  has  the  ability  to  read  PowerHouse  data 
dictionaries,  subfiles,  and  supported  data  bases  directly, 
enabling  end  users  to  produce  reports  or  conduct  ad-hoc 
inquiries  from  information  stored  there. 

• The  product  will  initially  be  available  for  use  with  PowerHouse 
in  the  DEC  VAX  environment,  but  future  plans  include  the 
release  of  versions  to  operate  on  microcomputers  (DOS  and 
OS/2),  Hewlett-Packard,  and  Data  General  platforms. 

Cognos  offers  its  customers  full  service  and  support  through 
technical  newsletters,  telesupport,  problem  evaluation,  seminars, 
and  training  courses,  as  well  as  by  providing  Cognos  consultants  to 
assist  in  building  application  and  data  base  design/methodology 
expertise. 


Cognos'  software  products  are  marketed  to  a range  of  small, 
medium,  and  large  organizations  in  various  industries. 

In  addition  to  its  direct  sales  organization,  Cognos  has  developed 
the  PowerHouse  Partners  Program,  under  which  approximately 
300  independent  application  developers  market  applications  based 
on  Cognos  products.  The  growing  list  of  Partner  products 
currently  covers  more  than  25  industries,  from  manufacturing  and 
transportation,  to  banking  and  finance,  health  care,  and 
government. 

• PowerHouse  Partners  are  provided  with  marketing  support  that 
includes  opportunities  to  exhibit  together  with  Cognos  at  trade 
shows,  to  participate  in  product  seminars,  and  be  listed  in  the 
Cognos  Solutions  Directory  and  computer  data  base. 

• In  addition,  PowerHouse  Partners  receive  full  support  through 

• Cognos  education  and  consulting  services. 
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Geographic  A three-year  summary  of  source  of  revenue,  as  reported  by 

Markets  Cognos,  follows: 


COGNOS  INCORPORATED 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions,  Canadian) 


FISCAL  YEAR 

2/89 

2/88 

2/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Domestic 
- Canada 

$13.0 

12% 

$9.4 

11% 

$7.7 

11% 

" Export 

3.5 

3% 

2.3 

3% 

2.1 

3% 

U.S. 

48.2 

45% 

36.6 

44% 

34.9 

51% 

Europe 

36.5 

34% 

30.3 

37% 

20.8 

30% 

Australia 

6.7 

6% 

4.4 

5% 

2.8 

4% 

TOTAL  * 

$107.9 

100% 

$83.0 

100% 

$68.4 

100% 

Differences  are  due  to  rounding 


Cognos  sells  its  products  directly  through  sales  offices  in  over  50 
locations  throughout  North  America,  Europe,  Australia,  and  Asia. 

International  subsidiaries  are  located  in  the  U.S.,  the  U.K, 
Australia,  Barbados,  Holland,  Switzerland,  France,  West 
Germany,  Sweden,  Spain,  and  Belgium. 

Cognos  also  sells  its  products  internationally  through  29 
independent  distributors  in  markets  not  served  exclusively  by  its 
direct  sales  force.  Sales  through  third  parties  accounted  for  15% 
of  Cognos'  fiscal  1989  revenue. 

A telesales  channel  was  established  in  the  U.S.,  the  U.K.,  and 
Canada  during  fiscal  1989.  Telesales  accounted  for  4%  of  Cognos' 
software  license  sales  during  fiscal  1989. 


Computer 
Hardware  and 
Software 


Cognos  has  the  following  computers  installed  at  its  data  center  in 
Ottawa  for  research  and  development  and  customer  support: 


• 4 HP-3000S,  MPE 

• 2 HP  3000s,  MPE  XL 

• 1 HP  3000,  UX  (840) 
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• 1 DEC  VAX  730,  VMS 

• 1 DEC  VAX  750,  VMS 

• 1 DEC  VAX  785,  VMS 

• 1 DEC  VAX  8850,  VMS 

• 1 DEC  Micro  VAX  II,  VMS 

• 1 Data  General  MV  10000,  AOS/VS  II 

• 1 Data  General  MV  7800,  AOS  /VS 

• 1 IBM  AS/400,  OS/400 

• 13  Sun  Servers,  UNIX 
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COMPANY  PROFILE 


COMPUSERVE  INCORPORATED  Charles  W.  McCall,  President  and  CEO 
5000  Arlington  Centre  Blvd.  Wholly  Owned  Subsidiary  of  H&R  Block, 

Columbus,  OH  43220  Inc. 


(614)  457-8600 

Total  Employees:  1,479  (12/89) 

Total  Revenue,  Fiscal  Year  End 

4/30/89:  $173,116,000 

The  Company 

CompuServe  Incorporated,  founded  in  1969,  provides  remote 
computing,  electronic  mail,  data  base  access,  internal 
communications,  and  value-added  network  services,  and 
application  and  systems  software  products  to  major  U.S. 
corporations  and  government  agencies,  CompuServe  also 
provides  communication  and  information  processing  services  to 
owners  of  microcomputers.  CompuServe  has  operated  as  a wholly 
owned  subsidiary  of  H&R  Block  since  it  was  acquired  in  May 

1980. 

CompuServe's  information  service  for  individual  personal 
computer  owners  currently  has  more  than  548,000  members 
around  the  world,  making  it  the  largest  on-line  information  service 
for  microcomputer  users.  CompuServe  also  provides  electronic 
mail,  software,  and  value-added  packet  data  network  services  to 
more  than  2,000  major  U.S.  corporations  and  government 
agencies. 

CompuServe's  fiscal  1989  revenue  reached  $173.1  million,  a 16% 
increase  over  fiscal  1988  revenue  of  nearly  $149.2  million.  Pretax 
earnings  rose  22%,  from  $25.2  million  in  fiscal  1988  to  over  $30.6 
million  in  fiscal  1989,  In  the  three-year  summary  that  follows, 
financials  prior  to  fiscal  1989  have  been  restated  to  reflect  the 
pooling-of-interests  acquisition  of  Access  Technology,  Inc.  in 

October  1988: 
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COMPUSERVE  INCORPORATED 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

4/89 

4/88 

4/87 

Revenue 

• Percent  increase 

$173.1 

$149.2 

$114.7 

from  previous  year 

16% 

30% 

N/A 

Income  before  taxes 
• Percent  increase 

$30.6 

$25.2 

$18.4 

from  previous  year 

21% 

37% 

N/A  • 

Revenue  for  the  six  months  ending  October  31,  1989  reached 
$99o2  million,  a 19%  increase  over  $83.4  million  for  the  same 
period  in  1988.  Pretax  earnings  rose  26%,  from  $15  million  to 
over  $18.8  million. 

Acquisitions  made  by  CompuServe  include  the  following: 

• In  June  1989,  CompuServe  acquired  Source  Telecomputing 
Corporation  of  McLean  (VA)  from  Readers  Digest.  Source 
Telecomputing  operated  The  Source,  an  on-line  information 
service. 

- Source  Telecomputing  had  approximately  50  employees  and 
an  estimated  53,000  members  at  the  time  of  the  acquisition. 
These  clients  are  being  consolidated  with  the  CompuServe 
Information  Service’s  membership. 

• In  May  1989,  CompuServe  completed  the  acquisition  of 
Applied  Computing  of  Sydney  (Australia). 

- Applied  Computing  is  the  major  distributor  of  CompuServe's 
20/20  integrated  spreadsheet  software  package,  which  is 
produced  by  CompuServe's  Access  Technology  subsidiary. 
Applied  Computing  also  represents  three  other  software 
products  and  employs  23  people. 

- With  offices  in  Sydney,  Melbourne,  and  Wellington,  Applied 
Computing  serves  major  markets  in  Australia  and  New 
Zealand. 

- Applied  Computing  now  operates  within  CompuServe's 
Software  Products  Division. 
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« In  October  1988,  CompuServe  acquired  Access  Technology, 
Inc.  of  Natick  (MA)  for  approximately  $36.8  million  in  H&R 
Block  common  stock. 

» Access  Technology  provides  spreadsheet  modeling  software 
for  various  hardware  platforms.  Its  principal  product  is 
20/20™. 

- Access  Technology  had  revenue  of  $18.3  million  and  net 
income  of  $2.5  million  for  the  fiscal  year  end  April  30,  1988 
and  approximately  175  employees  at  the  time  of  the 
acquisition. 

•=  Access  Technology  now  operates  as  a subsidiary  of 
CompuServe  within  its  Software  Products  Division. 

• In  October  1987,  CompuServe  acquired  Collier-Jackson,  Inc.  of 
Tampa  (FL). 

- Collier-Jackson  develops,  markets,  and  supports  business 
management  and  newspaper  management  application 
software  products  for  DEC  VAX  and  Hewlett-Packard 
computers. 

- Collier-Jackson  now  operates  as  a subsidiary  within 
CompuServe's  Software  Products  Division. 

• In  January  1987,  CompuServe  completed  the  acquisition  of  the 
data  base  management  software  business  of  Software  House  of 
Cambridge  (MA).  With  the  more  than  100  employees  acquired 
with  this  business,  CompuServe  formed  a new  business  unit, 
Software  Products  Division,  and  named  the  data  base 
management  software  business  CompuServe  Data 
Technologies. 

CompuServe  currently  is  organized  into  four  divisions  as  follows: 

• The  Information  Services  Division,  with  400  employees, 
provides  microcomputer  users  access  to  a range  of  general 
information  data  bases  in  the  areas  of  business,  research, 
demographics,  and  news,  as  well  as  electronic  mail,  interactive 
conferencing,  home  shopping,  financial  transaction  services, 
and  travel  planning  services. 

• The  Business  Services  Division,  with  200  employees,  offers 
access  to  application  programs,  financial  data  bases,  and 
communications  services  to  a wide  range  of  businesses. 
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Key  Products  and 
Services 


Electronic  mail,  electronic  data  interchange,  private  videotex, 
and  packet  data  network  services  are  also  provided. 

• The  Software  Products  Division,  with  532  employees,  provides 
data  base  management,  spreadsheet  modeling,  and  financial, 
human  resources,  and  newspaper  management  software 
products  through  several  wholly  owned  subsidiaries. 

• The  Support  Services  Division,  with  275  employees,  provides 
systems  engineering,  product  development,  computer 
operations,  and  associated  support  services  to  CompuServe's 
other  units. 

As  of  April  1989,  CompuServe  had  approximately  1,400 

employees.  The  company  currently  has  1,479  employees. 


INPUT  estimates  approximately  75%  of  CompuServe's  fiscal  1989 
revenue  was  derived  from  network/electronic  information  services 
(50%  network  application  services  and  50%  from  electronic 
information  services)  and  25%  from  its  various  systems  and 
application  software  products. 

Through  the  CompuServe  Information  Service,  the  company 
provides  members  who  own  a microcomputer  and  a modem  with 
on-line  access  to  a range  of  information  and  communications 
services. 

• Including  Source  members,  the  CompuServe  Information 
Service  currently  has  more  than  548,000  subscribers.  At  the 
end  of  calendar  1988,  the  company  had  485,000  subscribers, 
compared  with  396,000  at  the  end  of  calendar  1987,  and  333,000 
at  the  end  of  calendar  1986. 

• The  service  offers  a selection  of  more  than  1,400  subject  areas 
in  the  following  categories: 

- Communications  & Bulletin  Boards 

- News,  Weather  & Sports 

- Travel 

- The  Electronic  Mall/Shopping 
Money  Matters  & Markets 

- Entertainment  and  Games 

- Home,  Health  & Family 

- Education  and  Reference 

- Personal  Computing  Services 
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• In  collaboration  with  Ziff-Davis  Publishing,  during  fiscal  1989 
CompuServe  introduced  PCMagNet,  an  on-line  service  that 
allows  PC  Magazine  subscribers  to  interact  with  the  magazine's 
editors  and  columnists.  The  service  also  provides  an  on-line 
library  of  over  1,000  productivity-enhancing  software  programs 
that  can  be  downloaded  directly  into  the  user's  computer. 

• In  an  effort  to  expand  its  on-line  information  services  to 
international  markets,  CompuServe  entered  into  a partnership 
with  Radio  Schweiz,  a Swiss  electronic  information  company. 
The  CompuServe  Information  Service  will  be  introduced, 
locally  marketed,  and  supported  in  the  U.K.,  Switzerland,  and 
other  European  countries.  During  1990,  local  services  will  be 
developed  for  European  countries  based  on  the  CompuServe 
model. 

• During  fiscal  1989,  CompuServe  concluded  agreements  with 
several  companies,  including  major  manufacturers  of  computer 
modems,  to  bundle  CompuServe  memberships  with  their 
microcomputer  products.  Membership  kit  sales  are  also 
available  through  retail  outlets,  including  Sears  Business 
Centers  and  Waldenbooks. 

Through  CompuServe's  Business  Services  Division,  the  company 
provides  corporate  and  business  clients  access  to  electronic 
communications  products,  data  bases,  and  value-added  packet 
switched  network  services. 

• Communications  Services  include  the  following: 

- The  CompuServe  Electronic  Data  Interchange  (EDI)  service 

- Interchange™  integrates  the  following  electronic 
communication  and  information  delivery  products  into  a 
single  compatible  environment: 

• CompuServe  Mail  electronic  mail  communication  system 

• DISPLAY  electronic  publishing  system 

• FORUM  electronic  conferencing  system 

• ACCESS  data  library 

- Professional  Connection  Plus™  is  communications  software 
for  IBM  and  compatible  microcomputers. 
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• Information  Services  include  access  to  the  following  data  bases 

and  software  tools: 

- Financial  Analysis  Data  Bases: 

• lOK  Plus™  integrates  screening,  sorting,  and  ad  hoc 
reporting  of  fundamental  financial  data  bases  for  access 
and  analysis  of  historical  and  current  financial  data. 

Data  bases  currently  available  as  part  of  the  system 
include  WorldScope,  COMPUSTAT II,  Disclosure  II, 
Banking  Data  Services  (BDS),  Value  Line  Data  Base  II, 
Institutional  Brokers'  Estimate  System  (I/B/E/S),  and 
Standard  & Poor's  Register  Online. 

• Securities  Market  Data  is  an  interactive  securities  system 
of  pricing  data  bases  and  software  for  data  retrieval  and 
analysis,  including  North  American  Securities  (VALUE), 
International  Securities  data  base.  Quick  Quote™,  and 
Commodities  Database. 

- Demographic  Services  Data  Bases: 

• SUPERSITE  demographic  data  base 

• DORIS  (Demographic  Online  Retrieval  Information 
System) 

• CmBASE  time-series  economic  data  base 

" Data  Base  Management  Systems: 

• System  1022 

• ECL/80 

- Research  and  Development  Systems: 

• Response  Surface  Methodology  (RSM) 

• Computer  Optimized  Experimental  Design  (COED) 

- News  Retrieval  Services: 

• Executive  News  Service  ™,  developed  by  CompuServe, 
monitors  and  scans  the  AP  and  UPI  news  wires,  Reuters 
Financial  Report,  OTC  NewsAlert,  McGraw-Hill 
Business  Report,  and  the  Washington  Post  for  topic 
areas  based  on  user  criteria. 


Page  6 of  9 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


January  1990 


COMPUSERVE  INCORPORATED 


INPUT 


• IQuest^^  provides  access  to  reference  resources  stored  in 
over  900  keyword  searchable  data  bases,  including 
newspapers,  newsletters,  news  magazines,  and  industry 
and  trade  journals. 

» Value-added  network  services,  one  of  the  fastest-growing 
segments  of  CompuServe's  business,  supports  clients  in  various 
business  information,  communications  exchange,  and 
transaction  management  environments. 

- CompuServe  is  the  primary  service  provider  for  VISA  USA's 
nationwide  point-of-sale  credit  card  authorizations. 

* Fiscal  1989  announcements  made  by  the  Business  Services 
Division  include  the  following: 

- CompuServe  customers  now  have  local  dial-up  access  to  the 
* CompuServe  network  from  over  400  major  U.S.  cities,  and 

via  satellite  links  from  over  100  foreign  countries. 

- Through  an  agreement  with  SoftSwitch,  CompuServe 
introduced  an  interconnection  between  InfoPlex,  its 
corporate  electronic  mail  system,  and  number  of  widely  used 
private  in-house  electronic  mail  systems.  The  technology 
enables  users  of  private  systems,  such  as  IBM  Professional 
Office  System,  DEC  ALL-in-1,  and  Wang  Office,  to 
exchange  messages  and  files  with  InfoPlex  users  at  remote 
offices. 

- CompuServe  established  a connection  that  allows  users  of  its 
electronic  mail  systems  to  send  messages  to  fax  machines. 

* Business  Services  are  provided  to  a range  of  clients  including 
investment  and  commercial  banking  institutions,  insurance 
companies,  pharmaceutical  companies,  publishers,  retail 
marketers,  lodging  industry  members,  major  airlines, 
automotive  industry  members,  credit  card  companies,  and 
government  agencies. 

CompuServe's  Software  Products  Division  develops,  markets,  and 

supports  software  products  through  the  following  units: 

* Access  Technology,  Inc.,  the  largest  component  of  the  Software 
Products  Division,  is  headquartered  in  Natick  (MA).  Access 
Technology,  with  over  175  employees,  provides  integrated 
spreadsheet  modeling  software  for  multiuser  computers. 
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- 20/20™  is  an  integrated  spreadsheet  available  for 
minicomputers,  mainframes,  micro  workstations,  and 
personal  computers  from  various  manufacturers,  including 
DEC  IBM,  Wang,  Data  General,  Prime,  Hewlett-Packard, 
AT&T,  Sun,  Apollo,  and  other  UNIX-based  machines  and 
PC  compatibles.  There  are  currently  over  30,000  multiuser 
site  licenses,  most  of  which  are  in  a VAX  environment. 

- 20/20  Database  Connection,  the  20/20  Word  Processing 
Connection,  20/20  Wide  Writer,  and  optional  interfaces  to 
various  office  automation  environments  are  also  available. 

* CompuServe  Data  Technologies,  headquartered  in  Cambridge 
(MA),  provides  two  systems  software  products  for  DEC 
computers. 

- System  1032*^  is  a fourth-generation  language  and  data  base 
management  system  for  the  VAX  environment. 

“ System  1022^  is  a data  base  management  system  for 
DECsystem  computers. 

• Collier- Jackson,  headquartered  in  Tampa  (FL)  with  150 
employees,  develops,  markets,  and  supports  the  World  Class 
Series™  of  accounting,  human  resource  management,  and 
newspaper  management  software  products  for  DEC  VAX  and 
HP  3000  systems. 

- Collier-Jackson  currently  has  approximately  3,300  products 
installed  in  the  U.S.  and  Canada. 


CompuServe's  fiscal  1989  revenue  was  derived  primarily  from 
clients  in  the  banking  and  finance,  retail,  information  services,  and 
manufacturing  industries,  as  well  as  individual  microcomputer 
users. 
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Software 


The  majority  of  CompuServe's  fiscal  1989  revenue  was  derived 
from  the  U.S. 

CompuServe's  products  and  services  are  marketed  to  corporate 
customers  and  supported  through  the  following  branch  offices: 
Irvine,  Santa  Clara,  San  Francisco,  and  Los  Angeles  (CA); 
Phoenix  (AZ);  Denver  (CO);  Memphis  (TN);  Miami  (FL); 
Atlanta  (GA);  Louisville  (KY);  Dallas  and  Houston  (TX); 
Cleveland,  Columbus,  and  Toledo  (OH);  Westport  (CT);  Chicago 
(IL);  Indianapolis  (IN);  Boston  (MA);  Detroit  (MI);  Minneapolis 
(MN);  St.  Louis  (MN);  Philadelphia  and  Pittsburgh  (PA); 
Rochelle  Park  (NJ);  New  York  (NY),  and  Washington,  D.C. 


CompuServe  has  data  centers  in  Columbus  and  Dublin  (OH). 
Equipment  available  at  the  centers  includes: 


• 25  DEC  KL  processors  running  under  CompuServe's 
proprietary  operating  system 

• 7 SC-30  processors  running  under  CompuServe's  proprietary 
operating  system 

• 6DECVAXS 

Access  to  the  CompuServe  network  is  provided  locally  in  over  400 
major  U.S.  metropolitan  areas  via  leased  lines.  With  WATS  lines 
and  TYMNET  and  Telenet  supplemental  networks,  CompuServe 
can  be  accessed  from  virtually  any  domestic  exchange.  Via 
satellite  link,  CompuServe  can  be  accessed  from  more  than  100 
countries. 
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COMPUTER  DATA  SYSTEMS, 
INC. 

One  Curie  Court 
Rockville,  MD  20850 
(301)  92L7000 


Clifford  Kendall,  Chairman  and  CEO 
Gordon  S.  Glenn,  President 
Public  Corporation,  OTC 
Total  Employees:  2,864 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $105,492,000 


The  Company  Computer  Data  Systems,  Inc.  (CDSI),  founded  in  1968,  provides 

professional  and  processing  services,  systems  integration, 
proprietary  financial  software  products,  productivity  and 
computer-aided  software  engineering  (CASE)  tools,  and  turnkey 
systems  to  clients  located  in  the  Washington,  D.C.  area  and 
throughout  the  U.S.  Approximately  89%  of  CDSI's  revenue  is 
derived  from  various  agencies  and  departments  of  the  federal 
government. 

In  July  1988,  CDSI  acquired  Group  Operations,  Incorporated 
(GOI)  of  Rockville  (MD)  for  $2.5  million  and  80,000  shares  of 
CDSI  common  stock  valued  at  $790,000. 

«>  GOI,  with  approximately  90  employees  and  annual  revenue  of 
$5.5  million  at  the  time  of  the  acquisition,  provided  COBOL 
maintenance  and  restructuring  software  tools,  as  well  as 
professional  processing  services. 

• The  software  operations  of  GOI  were  merged  into  CDSI's 
newly  formed  Software  Productivity  Tools  Division.  GOI's 
other  operations  were  merged  into  existing  divisions  within 
CDSI. 

Fiscal  1989  revenue  reached  $105.5  million,  a 59%  increase  over 
fiscal  1988  revenue  of  $66  million.  Net  income  declined  73%, 
from  $3.1  million  in  fiscal  1988  to  $845,000  in  fiscal  1989.  A five- 
year  financial  summary  follows: 
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COMPUTER  DATA  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/89 

6/88 

6/87 

6/86 

6/85 

Revenue 

• Percent  increase 

$105,493 

$65,986 

$52,938 

$54,571 

$55,127 

(decrease)  from 
previous  year 

59% 

25% 

(3%) 

(1%) 

“ 

Income  before  taxes 
• Percent  increase 

$254 

$3,878 

$3,221 

$4,246 

$5,111 

(decrease)  from 
previous  year 

(93%) 

20% 

(24%) 

(1 7%) 

(1%) 

Net  income 
• Percent  increase 

$845 

$3,115 

$1,760 

$2,338 

$2,946 

(decrease)  from 
previous  year 

(73%) 

77% 

(25%) 

(21%) 

2% 

Earnings  per  share 
• Percent  increase 

$0.29 

$1.14 

$0.61 

$0.77 

$0.96 

(decrease)  from 
previous  year 

(75%) 

77% 

(21%) 

(20%) 

3% 

CDSI  management  attributes  fiscal  1989  results  to  the  following: 

• Revenue  growth  during  fiscal  1989  resulted  primarily  from  the 
performance  of  new  Department  of  Energy  and  General 
Services  Administration  contracts  awarded  to  CDSFs 
Professional  Services  Group  during  the  first  three  months  of 
fiscal  1989.  Revenue  from  the  Data  Processing  Support 
Services  Group  increased  13%  during  fiscal  1989  due  primarily 
to  growth  in  proprietary  software  package  sales. 

• Costs  and  expenses  increased  approximately  69%  during  fiscal 
1989  compared  to  24%  in  fiscal  1988.  The  greater  rate  of 
increase  was  attributed  to  narrower  margins  bid  on  new 
contract  awards,  startup  costs  on  the  new  contracts,  a loss  on  a 
fixed-price  contract  of  approximately  $600,000,  and  startup 
costs  and  operating  losses  in  the  Software  Productivity  Tools 
Division  of  approximately  $1.2  million. 

CDSI's  current  operations  are  conducted  through  three  major 

groups  and  various  divisions  as  follows: 
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• The  Professional  Services  Group  provides  life-cycle  capabilities 
in  systems  development,  telecommunications,  financial  systems, 
office  automation,  and  facilities  management  services. 

- The  Government  Services  Division  provides  professional 
services  and  supports  task  order-based  contracts  and  projects 
for  the  federal  government.  Clients  include  the  General 
Services  Administration  (GSA);  the  General  Accounting 
Office  (GAO);  and  the  Departments  of  Labor,  Energy, 
Interior,  Education,  Justice,  State,  and  Treasury. 

- The  Information  Systems  Division  develops  business 
solutions  for  special  purpose  applications,  including 
distributed  networks,  image  processing,  artificial  intelligence, 
and  data  base  management. 

" The  Energy  Systems  Division  provides  ADP  services  for 
mainframe  processing,  end-user  computing  support, 
computer  and  communications  security,  and 
telecommunications  services  for  the  Department  of  Energy 
(DOE). 

• The  Systems  Engineering  Group  provides  a range  of  computer 
and  telecommunications  systems  engineering,  information 
security  and  risk  analysis,  and  logistics  support  to  the  DoD  and 
other  federal  clients  through  contracts  with  the  GSA.  Services 
include  life-cycle  development;  systems  analysis,  design,  and 
development;  training;  and  quality  assurance. 

- The  Defense/ Aerospace  Systems  Division  provides 
computer  and  telecommunications  systems  engineering  and 
support  services  primarily  to  the  DoD. 

- The  Technology  Services  Division  provides  ADP  support 
services  for  the  GSA  and  other  federal  agencies,  including 
life  cycle  development  and  information  technology  security 
services. 

• The  Data  Processing  Support  Services  Group  provides  financial 
software  products,  CASE  products,  turnkey  systems, 
clearinghouse  operations,  systems  integration,  and  full-service 
processing  to  federal,  state,  and  local  governments,  and 
commercial  clients. 

- The  Financial  Systems  Division  develops,  markets,  and 
supports  proprietary  financial  application  software  products 
for  federal  and  state  government  and  commercial  clients. 
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Key  Products  and 
Services 


- The  Union  Systems  Division  provides  turnkey  systems  for 
trade  unions  and  nonprofit  organizations. 

" The  Clearinghouse  Division  provides  full-service  support  in 
the  areas  of  inventory  control;  mail  room  processing;  pull, 
pack,  and  ship  processing;  document  archival;  and  secure 
storage. 

- The  Data  Systems  Division  provides  data  processing  support 
for  CDSI  divisions  and  external  clients. 

» The  Software  Productivity  Tools  Division  develops  and 
markets  productivity  and  CASE  software  tools  for  software 
maintenance  to  government  and  Fortune  1000  commercial 
clients. 

- The  Systems  Integration  Division  provides  integrated 
hardware,  software,  and  telecommunications  systems  to 
federal  clients,  primarily  within  the  DoD. 

As  of  June  30,  1989,  CDSI  had  2,864  employees.  The  company 
currently  has  2,848  employees,  segmented  as  follows: 


Professional  Services  Group 

1,093 

Systems  Engineering  Group 

1,303 

Data  Processing  Support 

Services  Group 

296 

General  and  administrative 

156 

2,848 

CDSI  professional  services  competitors  include  Computer 
Sciences  Corporation,  Planning  Research  Corporation  (Black  & 
Decker),  Electronic  Data  Systems,  Vanguard  (Cincinnati  Bell 
Information  Services),  OAO  Corporation,  and  American 
Management  Systems. 


CDSI's  fiscal  1989  revenue  was  derived  approximately  as  follows 
($  millions): 
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BUSINESS  GROUP 

REVENUE 

$ 

PERCENT 

OF  TOTAL 

Professional  Services 

$50.5 

48% 

Systems  Engineering 

35.8 

34% 

Data  Processing  Support 

- Financial  Systems 

8.6 

8% 

- Clearinghouse 

4.9 

5% 

- Union  Systems 

3.7 

4% 

- Software  Productivity  Tools 

1.3 

1% 

- Systems  Integration 

0.6 

— 

- Data  Systems 

0.1 

— 

TOTAL 

$105.5 

100% 

A three-year  summary  of  source  of  revenue,  as  provided  by  CDSI, 
follows: 


COMPUTER  DATA  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/89 

6/88 

6/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Professional  services 

$86.3 

82% 

$48.9 

74% 

$38.7 

73% 

Data  processing  support 
services 

19.2 

18% 

17.1 

26% 

14.2 

27% 

TOTAL 

$105.5 

100% 

$66.0 

100% 

$52.9 

100% 

Professional  Services: 

Recent  professional  services  contract  awards  include  the 
following: 

• In  June  1988,  CDSI  was  awarded  the  largest  contract  in  its 
history  by  the  DOE’s  Office  of  Computer  Services  and 
Telecommunications  Management  to  provide 
telecommunications  engineering  support  and  network 
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management  for  a nationwide  satellite  and  high  capacity 
terrestrial  digital  telecommunications  network  that  integrates 
voice,  data,  and  video.  CDSI  provides  software  engineering 
services  to  support  a range  of  DOE  administrative  and  program 
support  systems,  user  training  and  office  automation  support. 
More  than  570  people  are  employed  on  this  contract,  which  has 
a potential  value  of  $158  million  during  a five-year  period. 

• During  1988,  CDSI  was  awarded  a contract  by  the  Department 
of  Justice,  Immigration  and  Naturalization  Service  (INS)  to 
provide  development  and  support  of  the  Central  Index  System, 
which  contains  data  on  over  26  million  legal  permanent 
residents,  naturalized  citizens,  violators  of  immigration  laws, 
and  other  aliens  of  interest.  CDSI,  INS,  the  U.S.  Customs 
Service,  and  the  Department  of  State  are  jointly  developing  an 
Inter-Agency  Border  Information  System  to  support  the 
identification  of  undesirable  persons  from  the  300  million 
people  who  enter  the  U.S.  each  year.  More  than  130  people  are 
employed  on  this  contract,  which  has  a potential  value  of  $40 
million  over  five  years. 

• In  July  1988,  CDSI  was  awarded  a contract  by  the  GSA 
Information  Resources  Management  Service  to  provide  ADP 
technical  support  services  for  business  applications  in  GSA's 
Central  Zone.  This  contract  has  a potential  value  in  excess  of 
$120  million  over  five  years.  A second  contract  with  GSA  for 
ADP  studies  support  has  a potential  value  of  $2  million.  These 
contracts  required  the  hiring  of  more  than  800  new  employees 
and  the  opening  of  six  new  offices. 

- In  August  1988,  CDSI  was  awarded  a contract  by  the  GSA 
Information  Resources  Management  Service  to  provide  ADP 
facilities  management  support  services  in  GSA's  Central  Zone. 
CDSI  will  provide  system  software  maintenance,  computer 
operations,  data  entry,  and  production  control.  The  contract 
has  a potential  value  of  $38  million  over  three  years. 

- In  August  1988,  CDSI  rewon  a contract  with  the  GSA 
Information  Resources  Management  Service  to  provide  systems 
design,  development,  maintenance,  and  conversion  support  for 
ADP  administrative  applications  in  GSA's  Eastern  Zone.  The 
contract  has  a potential  value  of  $40  million  over  three-and-a- 
half  years. 

• In  September  1988,  CDSI  was  awarded  a contract  by  the 
Department  of  Housing  and  Urban  Development  (HUD)  to 
provide  ADP  development  and  maintenance  support  for 
application  software  within  the  Office  of  Information  Policies 
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and  Systems.  The  contract  has  a potential  value  in  excess  of 
$11  million  over  three  years. 

• CDSI  supports  the  Multifamily  Information  Processing  System, 
which  assists  HUD  personnel  in  underwriting  and  managing 
mortgage  insurance  for  multifamily  housing  projects.  CDSI 
also  developed  the  Supportive  Housing  Tracking  System,  a 
nationwide  data  base  that  supports  the  processing  of 
applications  for  transitional  and  permanent  housing  for  the 
homeless.  CDSI  also  supports  the  Cash  Management  System 
for  the  Section  312  Loan  Program. 

In  November  1988,  CDSI  announced  it  had  rewon  a contract 
from  the  Department  of  Labor's  Directorate  of  Information 
Resources  Management  to  provide  information  systems 
development  and  telecommunications  support  services.  The 
four-year  contract  has  a potential  value  of  $40  million. 

• From  the  Department  of  Labor  Employment  Standards 
Administration,  CDSI  rewon  a contract  to  provide  systems 
engineering  services  in  support  of  administrative  and  case 
tracking  systems.  The  contract  has  a potential  value  of  $11 
million  over  three  years. 

• CDSI  developed  and  manages  a system  to  respond  to  inquiries 
about  career  opportunities  for  the  U.S.  Navy  Recruiting 
Command,  including  an  answering  service  for  telephone 
inquiries. 

« During  fiscal  1989,  CDSI  also  signed  new  contracts  with  the 
Stabilization  Agreement  of  the  Sheet  Metal  Industry,  a Taft 
Hartley  Fringe  Benefit  Fund  affiliated  with  the  Sheet  Metal 
Workers  International  Association;  the  U.S.  Department  of  the 
Interior,  Bureau  of  Indian  Affairs-Trust  Fund  Management 
Services;  and  the  Department  of  Agriculture,  Farmers  Home 
Administration. 

The  Systems  Engineering  Group  has  performed  a range  of 

projects  for  federal  government  clients  including  the  following: 

• CDSI  supports  major  systems  within  the  Naval 
Telecommunications  Automation  Program  for  the  Naval 
Telecommunications  Command. 

» CDSI  has  accomplished  more  than  100  risk  analysis  tasks  for 
federal,  military,  and  private  industry  clients,  including  the 
Departments  of  Energy,  Agriculture,  Treasury,  Transportation, 
and  DoD  agencies. 
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• CDSI  provides  logistics  support  to  the  Naval  Aviation  Depot 
Operations  Center  and  has  developed  logistics  systems  for  the 
Navy  Aviation  Maintenance  Office,  the  Navy  Management 
Systems  Support  Office,  and  the  Marine  Corps  Logistics  Base. 

• For  the  IRS,  CDSI  designed  and  implemented  a centralized 
inventory  and  distribution  system  for  order  processing  of  all 
internal  and  public  IRS  forms  and  publications  at  five  central 
locations. 

• CDSI  is  also  the  primary  contractor  for  the  U.S.  Army’s  Depot 
Systems  Command  in  Chambersburg  (PA),  supporting  the 
Army's  Material  Modernization  Plan. 

Software  Products: 

Application  software  products  offered  through  CDSI's  Financial 

Systems  Division  include  the  following: 

• The  Financial  Accounting  and  Reporting  System  (FARS)  is  an 
on-line,  integrated  fund  accounting  and  reporting  system  for 
IBM  mainframes  and  Unisys  1100  and  2200  Series  computers. 

- FARS  capabilities  include  general  ledger,  funds  control, 
accounts  payable/purchasing,  budgeting,  planning,  and 
interfaces  with  other  financial  systems. 

- In  January  1989,  CDSI  and  Unisys  entered  into  a marketing 
agreement  involving  the  licensing  of  FARS  under  the  Unisys 
Value  Added  Marketing  Program.  The  agreement  is 
directed  at  the  state  and  local  government  market  where 
Unisys  has  a large  installation  base  of  mainframe  computers. 

- FARS  serves  as  the  core  financial  software  for  several 
Health  and  Human  Services  agencies. 

- FARS  licenses  for  $127,000  to  $210,000.  FARS  currently 
supports  more  than  16  federal  agencies  and  20  state 
government  organizations. 

• The  Debt  Management  and  Collection  System  (DMCS)  is 
designed  to  automate  government  agency  collection  processes. 

- DMCS  serves  as  the  core  debt  collection  system  for  several 
Health  and  Human  Services  agencies. 

- In  October  1988,  CDSI  rewon  a processing  contract  with 
HUD  for  the  continued  support  of  the  collection  operation 
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for  Title  I Defaulted  Loan  Program.  CDSI  supports  the 
collection  program  through  its  DMCS  system  and  data 
center  computer  operations.  The  contract  is  for  a base 
period  of  36  months,  with  four  one-year  options  and  has  an 
estimated  value  of  $12  million. 

- DMCS  runs  on  IBM  and  compatible  mainframes  and 
licenses  for  $127,000  to  $300,000.  There  are  currently  eight 
systems  installed. 

• The  Cash  Management  System  (CMS)  is  a cash  disbursement 
management  system  for  government  agencies.  CMS  runs  on 
IBM  and  compatible  mainframes  and  licenses  for  $127,000. 
There  are  currently  two  systems  installed. 

CASE  and  productivity  tools  offered  through  CDSI's  Software 

Productivity  Tools  Division  include  the  following: 

' SUPERSTRUCTURE  transforms  unstructured  COBOL  code 
into  structured  programs. 

• RETOOL  combines  graph  theory  with  simulators  to  provide 
further  COBOL  structuring  capabilities. 

• SCAN / COBOL  is  a COBOL  workbench. 

• COBOL/METRICS  evaluates  the  quality  of  COBOL  systems 
and  programs. 

Turnkey  Systems: 

CDSPs  Union  Systems  Division  markets  UNIX-  and  MS-DOS- 

based  turnkey  systems  for  trade  unions  and  pension  trust  funds 

based  on  its  Labor  Affiliates  Processing  System  (LAPS)  software. 

The  division  also  provides  pension/trust  processing  for  Taft- 

Hartley  funds. 

• LAPS  supports  membership  processing,  access  to  membership 
information,  dues  payment  records,  contractor  and  job  site 
tracking,  and  automated  job  referral  lists. 

• During  fiscal  1989,  CDSI  entered  into  an  agreement  with  IBM 
to  market  LAPS  with  the  IBM  RT  and  PS/2  product  lines. 

• LAPS  turnkey  systems  range  from  $10,000  to  $50,000.  There 
are  currently  more  than  225  installations. 
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Industry  Markets 


Systems  Integration  Services: 

CDSI  provides  hardware,  software,  and  telecommunications 
systems  primarily  to  the  DoD.  Services  include  requirements 
analysis,  selection  and  integration  of  hardware  and  software, 
installation,  testing,  training,  and  life  cycle  user  support. 

• Systems  include  office  automation,  local  and  wide-area 
networks,  data  base  management,  and  transaction  processing. 

• CDSI's  contract  with  the  U.S.  Navy  included  the  design, 
procurement,  integration,  and  installation  of  a local  area 
network  to  upgrade  the  office  automation  capabilities  of  the 
Commander-In-Chief,  U.S.  Atlantic  Command  Headquarters  in 
Norfolk  (VA). 

Other  Processing  Support  Services: 

Information  storage  and  fulfillment  services  are  provided  through 
CDSI's  Clearinghouse  Division.  CDSI  designs  customized 
inventory  systems  for  warehouses  and  special  facilities  around  the 
country. 

• Domestic  and  international  mailing  services  include  bursting, 
collating,  automated  or  manual  addressing  and  inserting,  mail 
list  maintenance,  and  folding  and  metering. 

• CDSI  processes  contributions  for  many  election  campaigns  on 
the  local  and  national  level,  adhering  to  Federal  Election 
Commission  guidelines  and  providing  direct  reporting  to  the 
Commission. 

• Other  clients  include  the  Federal  Emergency  Management 
Agency  and  the  League  of  Women  Voters. 

CDSI's  Data  Center,  located  in  Rockville,  provides  processing 
support  to  CDSI  and  its  clients.  TSO,  CICS,  WYLBUR,  and 
IDMS/R  and  DB/2  data  base  management  systems  are  the 
primary  systems  software  supported.  The  Data  Center  offers  a 
range  of  telecommunications  services,  from  terminal  support  to 
RJE,  and  handles  both  SNA  and  non-SNA  protocols. 


Approximately  89%  of  CDSI's  total  fiscal  1989  revenue  was 
derived  from  the  federal  government.  The  remaining  11%  of 
revenue  was  derived  from  labor  and  nonprofit  organizations, 
professional  and  trade  associations,  universities,  and  commercial 
clients. 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


For  fiscal  1989,  1988,  and  1987,  substantially  all  of  professional 
services  revenue  and  39%,  45%,  and  59%,  respectively,  of  data 
processing  support  services  revenue,  was  derived  from  the  federal 
government. 


The  majority  of  CDSI's  clients  are  located  in  the  Washington,  D.C. 
metropolitan  area.  Other  clients  are  located  throughout  the  U.S., 
with  concentrations  in  the  Mid-Atlantic  and  Southeastern  regions. 

During  fiscal  1989  CDSI  opened  seven  new  offices.  CDSI  offices 
are  currently  located  in  Albany  and  Atlanta  (GA),  Boston  (MA), 
Chambersburg  and  Pittsburgh  (PA),  Des  Plaines  (IL), 

Beavercreek  (OH),  Lakewood  (CO),  Fort  Worth  (TX), 
Germantown,  Lexington  Park,  and  Rockville  (MD),  Huntsville 
(AL),  Knoxville  (TN),  Lexington  (KY),  Metuchen  (NJ),  Norfolk 
and  Warrenton  (VA),  and  Pensacola  (FL). 


CDSI's  Data  Center  in  Rockville  has  the  following  computers 
installed: 


• 2 IBM  3083s,  MVS/XA 

• 1 IBM  9370/60,  VSE/SP 

• 1 DEC  VAX  11/750 
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COMPANY  PROFILE 


CONTROL  DATA  CORPORATION  Lawrence  Perlman,  President  and  CEO 
8100  34th  Avenue  South  Public  Corporation,  NYSE 

Minneapolis,  MN  55440  Total  Employees:  18,000  (12/89) 

(612)  853-8100  Total  Revenue,  Fiscal  Year  End 


12/31/89:  $2,934,500,000 

Total  Information  Services  Revenue: 

$1.1  billion* 

* INPUT  estimate 

The  Company 

Control  Data  Corporation  (CDC)  provides  computer  hardware 
and  associated  maintenance  services  and  a range  of  information 
services  for  business,  scientific,  and  engineering  applications  to 
clients  worldwide.  Information  services  provided  by  CDC,  which 
contributed  an  estimated  $1.1  billion  to  total  revenue  in  1989, 
include  processing  services,  software  products,  professional  and 
systems  integration  services,  and  turnkey  systems. 

During  1989,  CDC  implemented  a major  restructuring  plan  which 
included  the  following  actions: 

• CDC  streamlined  its  Computer  Products  Group  and  has 
focused  the  group's  business  on  providing  high-performance 
computing  products  for  engineering  and  scientific  users 
(particularly  in  government  and  the  automotive  and  aerospace 
industries),  tools  to  manage  data  in  integrated  computing 
environments,  and  products  to  support  the  management  of 
large,  complex  data  bases.  In  addition  to  offering  its  CYBER 
workstations  and  mainframes.  Computer  Products  has  strategic 
partnerships  with  Silicon  Graphics,  Convex,  Cray  Research,  and 
MIPS  Computer  Systems.  Restructuring  charges  related  to 
downsizing  of  Computer  Products’  operations  were  $110  million 
in  1989. 

• CDC  discontinued  its  ETA  Systems  supercomputer  operation 
and  recorded  a $335  million  restructuring  charge.  Although 

ETA  achieved  a number  of  technological  successes,  it  had 
sustained  significant  losses  (estimated  at  $100  million  during 

1988  alone)  and  was  not  expected  to  be  profitable  in  the  near 
future. 

• In  May  1989,  CDC  sold  Action  Data  Services  to  Primerica 
Corporation.  CDC  realized  a $17.8  million  gain  from  the  sale. 
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- Action  Data  Services  provides  on-line,  real-time  processing 
and  support  products  to  consumer  credit  companies  and 
other  financial  service  institutions  in  the  U.S.  and  Canada. 

- Action  Data  Services  had  estimated  revenue  of  $23  million 
in  1988. 

• In  June  1989,  CDC  sold  its  Control  Data  Institutes  in  the  U.S. 
and  Canada,  as  well  as  the  Institute  for  Advanced  Technology, 
to  Minneapolis-based  Human  Capital  Corporation.  The  two 
education  units  serve  approximately  18,000  attendees  annually. 

• In  June  1989,  CDC  sold  its  European  third-party  computer 
maintenance  business  to  Thomainfor,  a subsidiary  of  Thomson- 
CSF  of  France.  CDC  realized  a $9.7  million  gain  from  the  sale. 
Maintenance  of  CDCs  CYBER  product  line  continues  to  be 
performed  by  CDC. 

• In  July  1989,  CDC  sold  the  custom  market  research  operations 
of  SAMI/Burke  to  Burke's  managers.  This  business,  which 
operated  as  part  of  Arbitron,  was  originally  acquired  with 
SAMI/Burke  in  December  1987. 

« In  September  1989,  CDC  completed  the  sale  of  Imprimis 
Technology  Incorporated,  its  disk  drive  subsidiary,  to  Seagate 
Technology  for  approximately  $250  million  in  cash,  10.7  million 
shares  of  Seagate  common  stock,  and  a $50  million  promissory 
note.  As  a result  of  the  transaction,  CDC  has  an  18%  interest 
in  Seagate. 

• In  October  1989,  CDC  completed  the  sale  of  the  remainder  of 
its  Training  and  Education  business  (including  PLATO-based 
products)  to  Chicago-based  William  R.  Roach  & Associates. 
CDC  retains  a 20%  interest  in  the  business,  which  has  been 
formed  into  a new  company  called  the  Roach  Organization. 

• In  December  1989,  CDC  sold  its  Ticketron  sports  and 
entertainment  ticketing  operations  to  the  Washington,  D.C.- 
based  Carlyle  Group.  This  business  contributed  approximately 
$40  million  to  CDCs  1989  revenue. 

• In  December  1989,  CDC  recorded  a $110  million  restructuring 
charge  for  the  planned  divestiture  of  VTC  Incorporated,  a 
wholly  owned  subsidiary  that  develops,  manufactures,  and 
markets  high-performance  integrated  circuits  using  CMOS  and 
bipolar  technologies.  Discussions  regarding  the  sale  of  VTC 
are  currently  underway  with  various  interested  parties. 
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To  date,  CDC  has  made  the  following  divestitures  during  1990: 

• In  January  1990,  CDC  completed  the  sale  of  its  U.S.  and 
Canadian  third-party  hardware  maintenance  business  to  Bell 
Atlantic's  Sorbus  subsidiary.  This  business  contributed 
approximately  $115  million  to  CDCs  1988  revenue.  The  sale 
included  CDC's  third-party  maintenance  customer  base  of 
about  6,000  and  approximately  35  nationwide  maintenance 
facilities. 

• In  March  1990,  CDC  sold  its  remaining  training  and  education 
operation  (industrial  training)  to  a partnership  headed  by 
Drake  International,  Inc.,  a Canadian-based  group  of  human 
resource  and  training  companies.  The  business  has  been 
renamed  Drake  Training  & Technologies.  Other  partners  are 
NIK  Associates  of  Minneapolis  and  CDC,  who  retains  a 
minority  interest  in  the  company. 

• In  June  1990,  Texas  Instruments  entered  into  an  agreement  to 
acquire  CDCs  Investment  Management  Information  System 
(IMIS)  product,  customer  base,  and  related  employees.  IMIS, 
currently  marketed  by  CDCs  Business  Information  Services 
unit  within  Data  Services,  integrates  portfolio  management  and 
investment  accounting  functions. 

• In  July  1990,  CDC  sold  Doane  Information  Services,  a provider 
of  software  and  services  to  the  agricultural  industry,  to  Doane 
Agricultural  Services  Company  of  Cherry  Valley  (IL).  Doane 
Information  Services  previously  operated  as  a unit  within  CDC 
Data  Services. 

• In  July  1990,  CDC  completed  the  sale  of  its  Printed  Circuits 
Operation  to  Acsist  Associates,  Inc.  The  unit,  with  128 
employees,  contributed  $11  million  to  CDCs  1989  revenue 

CDCs  total  1989  revenue  was  $2.9  billion,  compared  to  1988 
revenue  of  $3.6  billion.  Net  losses  of  $680.4  million  primarily 
reflect  net  restructuring  charges  of  $663.3  million  related  to  the 
divestitures  and  discontinued  operations  outlined  above.  A five- 
year  financial  summary  follows: 
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CONTROL  DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

Revenue 

• Percent  increase 

$2,934.5 

$3,628.3 

$3,366.5 

$3,346.7 

$3,679.7 

(decrease)  from 
previous  year 

19% 

8% 

1% 

(9%) 

-- 

Income  (loss)  before 
taxes  and  other  items  (a) 

$(668.4) 

$16.4 

$57.4 

$(280.6) 

$(484.0) 

• Percent  increase 

(decrease)  from 
previous  year 

(507%) 

(71%) 

120% 

42% 

(868%) 

Net  income  (loss) 

• Percent  increase 

$(680.4) 

$1.7 

$19.3 

$(264.5) 

$(567.5) 

(decrease)  from 
previous  year 

(401%) 

(91%) 

107% 

53% 

★ 

Earnings  (loss)  per 
share 

• Percent  increase 

$(16.11) 

$0.03 

$0.45 

$(6.48) 

$(14.56) 

(decrease)  from 
previous  year 

* 

(93%) 

107% 

55% 

★ 

* Percent  change  exceeds  1,000%. 

(a)  Includes  operations  and  investment  restructure  charges  (credits)  of  $663.3  million  for  1989, 
$(5.6)  million  for  1988,  $(107.6)  million  for  1987,  $162.2  million  for  1986,  and  $274.8  miilion  for 
1985. 


Over  95%  of  the  revenue  decline  during  1989  was  associated  with 
operations  that  were  sold  or  discontinued  during  1988  and  1989. 

Revenue  for  the  six  months  ending  June  30,  1990  was  $827.2 
million,  compared  to  $1.65  billion  for  the  same  period  in  1989. 

Net  income  for  the  period  was  $18.0  million,  compared  to  losses  of 
$493,8  million  for  the  same  period  a year  ago  (which  includes  pre- 
tax restructuring  charges  of  $457.1  million). 

• In  the  second  quarter  and  first  half  of  1990,  each  of  CDC's 
businesses  was  profitable  before  interest  expense  and  taxes, 
except  for  Micrognosis  and  Empros, 

Today,  CDC  is  emphasizing  its  businesses  as  standalone  units, 
each  having  its  own  identity,  market,  and  responsibility  for 
building  competitive  advantage.  CDC's  current  organization  is 
shown  in  the  exhibit  and  is  summarized  as  follows: 
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« The  Arbitron  Company,  headquartered  in  New  York  (NY), 
measures  TV  and  radio  audiences,  tracks  consumer  product 
sales,  and  integrates  TV  ratings  and  product  purchase 
information  for  advertisers  and  broadcasters. 

• Business  Management  Services,  headquartered  in  Bloomington 
(MN),  provides  payroll  processing  and  tax  filing  services, 
human  resources  management  systems,  accounting  services,  and 
benefit  claims  services  to  over  30,000  organizations  nationwide. 

• Micrognosis,  Inc.,  headquartered  in  Danbury  (CT),  provides 
automated  trading  room  turnkey  systems  that  consolidate 
financial  information  for  banks,  securities  firms,  insurance 
companies,  and  corporate  treasury  departments.  This  unit  has 
approximately  260  customers. 

• Automated  Wagering,  headquartered  in  New  York  City, 
provides  on-line  processing  services  to  state  lotteries, 
international  competitions,  and  off-track  betting  systems. 

• Data  Services  currently  includes  the  following  five  business 
units: 

■ - Business  Information  Services  (BIS),  headquartered  in 

Greenwich  (CT),  provides  decision  support  software 
products  and  processing  services  to  clients  in  the 
transportation,  hospitality,  insurance,  and  financial  services 
industries. 

- Credit  Union  Services,  headquartered  in  Campbell  (CA), 
provides  processing  services  and  turnkey  systems  to  credit 
unions  across  the  U.S. 

- TeleMoney  Services  (formerly  EFT  Data  Services), 
headquartered  in  New  York  (NY),  provides  processing 
services  for  check  and  credit  card  authorizations. 

- Quorum  Systems,  Inc.,  headquartered  in  Plymouth  Meeting 
(PA),  provides  processing  services,  software  products,  and 
turnkey  systems  to  over  400  law  firms  and  corporate  legal 
departments  for  financial  management,  accounting,  word 
processing,  and  litigation  support. 

- REDINET  Services,  headquartered  in  Greenwich  (CT), 
provides  electronic  data  interchange  (EDI)  services. 
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• Computer  Products  provides  and  integrates  high-performance 
computer-based  solutions  and  services  for  scientific, 
engineering,  and  complex  information  management  markets. 

Its  high-performance  computers  include  CYBER  910 
workstations,  the  CYBER  900  family  of  mainframes,  and  the 
CYBER  4000  series  of  RISC-based  departmental  computers. 
Computer  Products  also  provides  worldwide  maintenance 
services  for  products  manufactured  by  CDC. 

- CDC  has  an  OEM  agreement  with  Silicon  Graphics  and  joint 
marketing  agreements  with  Cray  Research  and  Convex 
Computer  Corporation.  CDC  is  the  exclusive  distributor  of 
Convex’s  C series  supercomputers  in  some  non-U.S.  markets 
and  the  prime  systems  integrator  in  CYBER  mainframe/C 
series  installations  for  some  vertical  and  geographic  markets 
in  the  U.S. 

- CDC  also  has  a technology  sharing  agreement  with  MIPS 
Computer  Systems  for  the  joint  development  of  RISC-based 
computers  (CYBER  4000  series)  that  will  tuned  be  for 
running  specific  applications. 

» Empros  Systems  International  (formerly  Energy  Management), 
headquartered  in  Plymouth  (MN),  integrates  large  systems  for 
electric  utilities  that  manage  and  control  the  generation, 
transmission,  and  distribution  of  electric  power. 

• Government  Systems,  headquartered  in  Bloomington  (MN), 
supplies  computer  systems,  hardware,  software,  and  related 
services  to  the  U.S.  Department  of  Defense  (DoD),  the 
National  Aeronautics  and  Space  Administration  (NASA),  and 
similiar  agencies  of  U.S.  allies.  Government  Systems  is  also  a 
prime  contractor  and  systems  integrator. 

As  of  December  31,  1989,  CDC  had  approximately  18,000 
employees.  The  company  currently  has  approximately  17,000 
employees,  including  400  from  VTC  (whose  sale  is  still  pending). 


Key  Products  and  A three-year  summary  of  source  of  revenue  follows: 

Services 
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CONTROL  DATA  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Arbitron 

$290.0 

10% 

$343.0 

9% 

$178.5 

5% 

Automated  Wagering/ 
Ticketron 

160.3 

5% 

129.3 

4% 

122.8 

4% 

Business  Management 
Services 

170.5 

- 6% 

141.4 

4% 

115.4 

3% 

Computer  Products 

835.9 

28% 

1,058.9 

29% 

1,209.4 

36% 

Data  Services 

106.0 

4% 

133.2 

4% 

152.4 

5% 

Empros  Systems 

93.0 

3% 

93.3 

2% 

82.4 

2% 

Government  Systems 

367.4 

13% 

339.1 

9% 

354.4 

11% 

Micrognosis 

99.1 

3% 

97.4 

3% 

70.3 

2% 

Imprimis/Data  Storage 
Products 

751.0 

26% 

1,146.0 

32% 

974.5 

29% 

Other  (a) 

61.3 

2% 

146.7 

4% 

1;06.4 

3% 

TOTAL 

$2,934.5 

100% 

$3,628.3 

100% 

$3,366.5 

100% 

(a)  Includes  VTC,  ETA  Systems,  and  Training  and  Education. 


INPUT  estimates  that  of  CDC's  $2.9  billion  in  1989  revenue, 
approximately  $1.1  billion  was  derived  from  its  various 
information  services  activities,  including  the  operations  of 
Arbitron,  Automated  Wagering/Ticketron,  Business  Management 
Services,  Data  Services,  and  Micrognosis;  the  systems  integration 
business  of  Empros  Systems,  Government  Systems,  and  Computer 
Products;  computer-integrated  manufacturing  products  and 
services  provided  through  Computer  Products;  and  education  and 
training  (divested  during  1989). 

A further  breakdown  of  CDC's  worldwide  information  services 
revenue  for  1989  is  estimated  by  INPUT  as  follows: 
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Processing/ network  services 

60% 

Systems  integration 

18% 

Turnkey  systems 

12% 

Software  products 

8% 

Professional  services 

(including  education  and  training) 

2% 

100% 

Recent  significant  contracts/events  include  the  following: 

» In  June  1990,  Soviet  President  Mikhail  Gorbachev  visited  CDC 
in  Minnesota.  He  participated  in  a demonstration  of  the 
CYBER  computers  the  U.S.S.R.  is  purchasing  in  support  of  the 
design  and  operation  of  nuclear  power  plants. 

• In  late  1989,  the  U.S.  Army  Corps  of  Engineers  awarded  CDC  a 
contract  with  a value  of  up  to  $365  million  for  up  to  11  years. 
CDC  will  provide  an  integrated  worldwide  network  of  CYBER 
computers.  Over  50%  of  the  contract  revenues  will  come  from 
systems  integration  services  that  Computer  Products  will 
provide. 

• Automated  Wagering  was  awarded  a five-year,  $60  million 
contract  to  install  and  maintain  the  Minnesota  State  Lottery’s 
on-line  gaming  system  and  a five-year,  $15  million  contract  with 
the  South  Dakota  lottery.  During  1989,  Golden  Grid  pic,  a 
private  U.K.  firm,  awarded  Automated  Wagering  a 10-year 
contract  to  operate  a new  on-line  computer-based  competition 
called  Skilball. 


Industry  Markets  Revenues  from  various  U.S.  government  agencies  were 

approximately  $399  million  (14%  of  revenue)  in  1989,  $406  million 
(11%  of  revenue)  in  1988,  and  $470  million  (14%  of  revenue)  in 
1987. 

Information  services  clients  include  advertisers  and  broadcasters, 
financial  services  firms  (including  banks,  securities  firms, 
insurance  companies,  and  credit  unions),  corporate  treasury 
departments,  federal  and  state  governments,  scientific  and 
engineering  organizations,  electric  utilities,  manufacturers, 
distributors,  general  businesses,  hotels,  airlines,  legal  firms  and 
corporate  legal  departments,  and  consumers. 


Geographic  A three-year  summary  of  source  of  revenue  follows: 

Markets 
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CONTROL  DATA  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$2,436.5 

83% 

$3,088.3 

85% 

$2,692.8 

80% 

International 

1,132.3 

39% 

1,083.0 

30% 

1,188.2 

35% 

(Eliminations) 

(634.3) 

(22%) 

(543.0) 

(15%) 

(514.5) 

(15%) 

TOTAL 

$2,934.5 

100% 

$3,628.3 

100% 

$3,366.5 

100% 

INPUT  estimates  75%  of  CDCs  1989  information  services 
revenue  was  derived  from  the  U.S.  and  the  remainder  from 
international  sources. 
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DATA  ARCHITECTS,  INC.  Martin  Cooperstein,  Chairman  and  CEO 

245  Winter  Street  Norman  Zachary,  President 

Waltham,  MA  02154  Public  Corporation,  AMEX 

(617)890-7730  Total  Employees:  304 

Total  Revenue,  Fiscal  Year  End 
11/30/87:  $34,745,000 


The  Company  Data  Architects,  Inc.  (DAI),  founded  in  1967,  provides  customized 

software,  systems  design,  implementation,  integration,  and 
management  consulting  professional  services  to  the  banking,  life 
insurance,  and  telecommunications  industries.  The  company  also 
markets  application  software  products  to  the  banking  and 
telecommunications  industries. 

In  March  1988  DAI  announced  it  had  signed  an  agreement  to  be 
acquired  by  Lx)gica  pic,  a British  software  development  and 
consulting  company,  for  approximately  $37.8  million. 

» Logica,  with  annual  revenue  of  approximately  $125  million,  will 
merge  its  North  American  operations  with  DAI  to  form  a 
wholly  owned  subsidiary  of  Logica. 

» The  deal  is  expected  to  be  finalized  within  the  next  several 
months. 

Fiscal  1987  revenue  reached  $ 34.7  million,  a 28%  increase  over 
fiscal  1986  revenue  of  $27.1  million.  Net  income  rose  43%,  from 
$1.6  million  in  fiscal  1986  to  $2.3  million  in  fiscal  1987.  A five-year 
financial  summary  follows: 
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DATA  ARCHITECTS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

11/87 

11/86 

11/85 

11/84 

11/83 

Revenue 

• Percent  increase 

$34,745 

$27,085 

$20,945 

$15,537 

$15,444 

from  previous  year 

28% 

29% 

35% 

1% 

37% 

Income  (loss)  before 
taxes 

• Percent  increase 

$4,295 

$3,352 

$1,711 

$628 

$(1,190) 

from  previous  year 

28% 

96% 

172% 

153% 

52% 

Extraordinary  credit  (a) 

$49 

— 

$198 

$235 

“ 

Net  income  (loss) 

• Percent  increase 

$2,330 

$1,635 

$1,249 

$600 

$(1,176) 

(decrease)  from 
previous  year 

43% 

31% 

108% 

151% 

(25%) 

Earnings  (loss) 
per  share 

• Percent  increase 

$0.81 

$0.64 

$0.50 

$0.28 

$(0.56) 

(decrease)  from 
previous  year 

27% 

28% 

44% 

150% 

(19%) 

(a)  Reflects  the  tax  effect  of  net  operating  loss  carryforwards. 


DAI  management  attributes  fiscal  1987  results  to  a continued 
demand  for  the  company's  products  and  services,  especially  due  to 
significantly  improved  profitability  of  the  BESS^  software  product 
business. 

Effective  April  10,  1987  DAI's  common  stock  was  listed  on  the 
American  Stock  Exchange.  Prior  to  that  date,  the  company's  stock 
was  traded  in  the  over-the-counter  market  and,  since  June  18, 

1985,  on  the  NASDAQ  National  Market  System. 

In  June  1987  DAI  made  a public  offering  of  500,000  shares  of  its 
common  stock.  Net  proceeds  to  the  company  of  approximately 
$5.7  million  will  be  used  for  general  corporate  purposes. 

Recent  acquisitions  made  by  DAI  include  the  following: 
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Effective  January  1988  DAI  acquired  Suntel  Systems 
Corporation  of  Earth  City  (MO)  for  approximately  $777,000, 
plus  contingency  payments  based  on  future  performance. 

" Suntel  developed  and  markets  the  Communications  Control 
Center  (C3)  network  management  and  control  software 
product  line. 

“ Under  the  terms  of  the  acquisition,  DAI  assumed  certain 
Suntel  debts  (about  $547,000)  and  forgave  a $230,000  note 
due  to  DAI  from  SunteL 

“ DAI  had  been  a distributor  of  Suntel  products  under  a 
marketing  agreement  during  1987.  Suntel  now  operates  as  a 
wholly  owned  subsidiary  of  DAI. 

In  January  1986,  DAI  acquired  Banking  Decision  Systems 
(BDS),  a division  of  Ziff  Communications  Company,  for  $2.2 
million.  The  acquistion  was  accounted  for  as  a purchase. 

- BDS  marketed  application  software  products,  including  its 
BankMaster  product  line,  and  processing  services  to  the 
banking  industry  and  had  revenue  of  approximately  $1.8 
million  for  1985. 

- BDS  operates  as  a division  of  DAI  and  is  based  in  Waltham. 

Revenue  for  the  three  months  ending  February  29,  1988  reached 
$9.1  million,  a 21%  increase  over  $7.5  million  for  the  same  period 
in  1987.  Net  income  reached  $527,000,  compared  to  net  income  of 
$487,000  for  the  same  period  a year  ago. 


Key  Products  and  Approximately  58%  of  DAI's  fiscal  1987  revenue  was  derived  from 
Services  customized  software  systems  design,  implementation,  integration, 

and  consulting  professional  services.  The  remaining  42%  was 
derived  from  application  software  product  licenses  and  associated 
installation,  training,  maintenance,  and  customization  support 
services. 

A three-year  summary  of  source  of  revenue,  as  reported  by  DAI, 
follows: 
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DATA  ARCHITECTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

11/87 

11/86 

11/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional 

services 

$20.3 

58% 

$17.6 

65% 

$14.7 

70% 

Software  products 
and  support  services 

14.4 

42% 

9.5 

35% 

6.2 

30% 

TOTAL 

$34.7 

100% 

$27.1 

100% 

$20.9 

100% 

Custom  software  design  and  development  projects  account  for 
most  of  DATs  professional  services  revenue.  While  competitive 
bidding  is  a major  source  of  custom  software  development 
business,  management  consulting  projects  have  frequently  led  to 
sole  source,  long-term  custom  software  development  contracts. 

• The  life  insurance  industry  accounts  for  the  largest  portion  of 

DATs  professional  services  revenue. 

- Services  provided  to  life  insurance  companies  include 
strategic  planning;  the  redesigning  of  applications  and 
communications  capabilities  for  sales,  services,  and  home 
office  support;  and  the  development  of  systems  for  claims 
processing  and  customer  policy  information  management. 

- DAI  is  currently  implementing  a five-year  plan  it  developed 
in  1984  for  New  York  Life  Insurance  Co.  DAI  is  providing 
computer-based  systems  in  support  of  the  range  of  products 
and  services  New  York  Life  offers  its  clients.  The  goal  is  to 
centralize  information  about  customer  business  relationships 
within  the  company  and  to  make  this  information  readily 
available  throughout  the  company  and  its  subsidiaries. 

“ Other  life  insurance  company  professional  services  clients 
include  John  Hancock  Mutual  Life,  Massachusetts  Mutual 
Life,  Prudential  Insurance  Co.  of  America,  and  National 
Life. 
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• For  the  banking  and  finance  industry  DAI  has  designed, 
developed,  and  installed  systems  for  demand  deposit 
accounting,  factoring  and  commercial  credit  operations,  stock 
transfer  services,  international  correspondent  accounting,  and 
customer  cash  management. 

“ DAI  also  provides  customized  data  communications  and  on- 
line transaction  processing  systems  for  banks  in  connection 
with  their  funds  transfer  activities. 

“ DAI  recently  developed  and  installed  a new  Corporate  Stock 
Transfer  System  for  a major  international  bank.  The  system 
is  providing  on-line  processing  for  transfer  of  stock 
ownership,  proxies,  stock  options,  dividend  disbursement  and 
reinvestment,  billing,  company  reorganizations,  and  client 
access  to  their  on-line  shareholder  data  base,  related 
financial  market  data  and  management  reports. 

- Banking  and  finance  clients  include  Bank  of  Boston, 
Citibank,  Chemical  Bank,  and  Shearson  Lehman  Brothers. 

• DAI's  work  over  the  past  four  years  with  domestic  and  foreign 
telephone  companies  has  included  the  development  of  complex 
networking  and  communications  systems,  as  well  as  applications 
that  support  administrative  and  technical  functions. 

- DAI  developed  the  Service  Order  Negotiation  and  Retrieval 
(SONAR)  System  for  U.S.  West.  SONAR  has  been  installed 
at  two  U.S.  West  operating  subsidiaries. 

- The  British  Columbia  Telephone  Company,  a Canadian 
subsidiary  of  GTE,  continues  to  support  product 
development  and  marketing  for  the  Network  Information 
and  Communication  System  (NICS)  built  by  DAI.  BNICS,  a 
major  enhancement  that  supports  private  customers'  PBX 
networks,  has  been  completed  and  put  into  operation. 
Development  work  has  also  begun  on  another  NICS 
application  module  providing  automated  subscriber  data 
base  updates. 

- DAI  has  also  developed  an  integrated  system  for  customer 
billing,  network  control,  and  administrative  functions  for  a 
long  distance  telephone  company. 

- Other  telecommunications  company  clients  include  U.S. 
Sprint,  Jutland  Telephone  Co.,  and  Southern  New  England 
Telephone  Co. 
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DAI  currently  markets  and  supports  the  following  application 
software  products  to  the  banking  industry: 

• BESS*^  (Bank  Electronic  Support  System),  introduced  in  1980, 
is  a family  of  modular  software  products  that  automate 
commercial  banking  wireroom  operations  and  electronic  funds 
transfer  and  payments  operations  by  integrating  a bank's 
communications  and  payments  processing  functions  into  a 
single  on-line  system. 

- The  modular  design  of  BESS  allows  customers  to  purchase 
and  install  only  those  functions  they  require  while  also 
offering  the  opportunity  to  add  other  BESS  modules  as 
business  requirements  dictate. 

- BESS  wireroom  modules  permit  funds  transfer  messages  as 
well  as  trade,  credit,  investment,  and  administrative 
messages  to  be  electronically  transmitted  and  received  using 
different  domestic  and  international  wire  services  and 
networks  with  minimal  manual  intervention.  The  system 
accommodates  store  and  forward  message  switching  , not 
only  among  the  departments  of  a financial  institution,  but  to 
its  branch  locations  around  the  world. 

- BESS  wire  service  interface  modules  permit  communications 
between  and  among  a bank's  mainframes  and  the 
international  and  domestic  wire  services  used  by  the  bank. 
The  data  communication  interfaces  offered  include  more 
than  15  domestic  and  international  carrier  services,  such  as 
Telex,  British  Telex,  Cable  & Wireless  Public  Limited,  and 
Western  Union,  as  well  as  specialized  interbank  transaction 
networks  such  as  SWIFT,  CHIPS,  CHAPS,  Cashwire,  and 
Fedwire. 

- The  BESS  payments  module  automates  a bank's  payments 
processing  operation.  This  module  processes  all  incoming 
and  outgoing  payments  and  instructions,  while  maintaining 
customer  and  bank  positions  in  multiple  currencies  for  the 
categories  of  collected,  anticipated,  and  next  day  funds. 

- Five  new  BESS  modules  were  developed  and  added  to  the 
BESS  product  line  in  fiscal  1987,  These  included  the 
Daylight  Overdraft  Report,  BESSWIRE/BESSLINK, 
FRCS80,  Common  Entry  II,  and  Cross  Office  CAPS, 

- BESS  runs  on  Tandem  NonStop  computers  under  the 
GUARDLAN  operating  system.  License  fees  typically  range 
from  $200,000  and  $500,000.  In  the  first  year  DAI  often  also 
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receives  an  amount  approximating  the  BESS  license  fee  from 
payments  for  installation,  training,  and  customization 
services  and  hardware  commissions  from  the  sale  of  Tandem 
systems. 

- BESS  marketing  efforts  have  been  primarily  aimed  at  the 
world's  largest  300  banks.  However,  in  each  of  the  last  three 
years,  licenses  have  also  been  sold  to  clients  in  the  next  tier 
of  domestic  regional  banks. 

- Five  BESS  clients  were  added  during  fiscal  1987.  BESS  has 
been  installed  by  27  financial  institutions  at  a total  of  41  sites 
in  seven  countries.  BESS  clients  include  Bank  of  Montreal, 
Bank  of  Nova  Scotia,  Bank  of  Tokyo,  Lloyd's  Bank, 

Chemical  Bank,  Crocker  National  Bank,  Fidelity  Bank,  First 
National  Bank  of  Chicago,  Security  Pacific  National  Bank, 
and  Wells  Fargo  Bank. 

* BankMaster  is  a decision  support  software  product  used  by 

banks  and  financial  managers  for  asset/liability  management, 

interest  rate  risk  and  financial  analysis,  merger  and  acquistion 

analysis,  budgeting,  and  profit  planning. 

- BankMaster's  core  module  provides  simulation  and 
modeling  capabilities  generally  used  to  aid  bank  managers  in 
analyzing  the  spread  between  their  cost  of  funds  and  the 
rates  of  return  earned  upon  employing  these  assets. 

- The  BankMaster  Duration  module  is  an  advanced  analytical 
tool  to  measure  a bank's  exposure  to  movements  in  interest 
rates  by  measuring  the  timing  and  present  value  of  all  cash 
flows  received  by  the  financial  institution. 

- The  BankMaster  Data  Gate  module  permits  data  entry  to 
BankMaster  via  a microcomputer. 

- Support  products  to  BankMaster  include  BankVision,  a 
graphics  front-end  to  BankMaster,  and  PathMaster,  a data 
development  system  that  links  bank  transaction  systems  with 
decision  support  systems. 

- BankMaster's  target  market  includes  multi-national  money 
center  banks,  savings  and  loan  associations,  and  regional 
banks. 

- BankMaster  runs  on  IBM  mainframes,  IBM  and  DEC 
minicomputers,  and  IBM  AT/370  and  DEC  MicroVAX 
microcomputers.  License  fees  range  from  $85,000  to 
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$125,000  for  mainframe  licenses  and  $25,000  to  $50,000  for 
microcomputer  versions.  Annual  maintenance  contracts  are 
available  for  18%  of  the  purchase  price  each  year. 

- BankMaster  is  currently  being  used  by  more  than  60 
financial  institutions  on  either  the  clients'  in-house  computer 
or  on  a timesharing  basis. 

- BankMaster  clients  include  The  Arizona  Bank,  Banc  One 
Corporation,  Bank  of  Montreal,  Bank  of  Nova  Scotia, 

Boston  Safe  Deposit  & Trust,  Chemical  Bank,  Connecticut 
National  Bank,  First  Interstate  Bancorp,  Irving  Trust 
Company,  Maryland  National  Bank,  MBank  Dallas,  and 
Rainier  National  Bank. 

- In  February  1988  DAI  signed  an  agreement  with  Winter 
Partners  AG,  a Zurich-based  developer  and  distributor  of 
computer  products  and  related  services  to  financial 
institutions,  to  distribute  BankMaster,  with  exclusive 
distribution  rights  in  Switzerland,  Australia,  Germany, 
Lichtenstein,  and  Belgium. 

‘ In  June  1986,  in  order  to  add  to  the  number  of  software 
products  it  offers  and  extend  its  funds  transfer  product  line, 

DAI  obtained  exclusive  North  American  marketing  and  service 
rights  for  the  product  line  of  Manof  Systems,  Ltd.  of  Israel. 

- Manof  s products  include  MMS/1,  an  IBM-based  general 
message  switching  system,  and  MBS/2,  a funds  transfer 
product  line  for  the  banking  industry. 

- Manofs  10  U.S.  customers  now  receive  their  maintenance 
and  support  services  from  DAI. 

• In  September  1987  DAI  obtained  worldwide  marketing  rights  to 
ATRANS  (Automatic  Funds  Transfer  System),  an  artificial 
intelligence-based  message-formatting  and  funds  transfer 
product  developed  by  Cognitive  Systems  and  the  General  Bank 
of  Brussels. 

Software  products  provided  for  telecommunications  applications 

include  the  following: 

• DAI  has  obtained  marketing  rights  to  sublicense  the  SONAR 
and  NICS  software  products  that  were  originally  developed  as 
custom  systems  for  DAI  telephone  company  clients.  In  each 
case,  rights  to  the  product  are  owned  by  the  original  client  and 
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Industry  Markets 


DAI  shares  product  sublicense  fees  and  retains  fees  for 
installation,  training,  and  customization  services. 

- SONAR  provides  interactive  on-line  marketing  and 
operations  support  while  assisting  a customer  who  desires  to 
obtain  or  change  telephone  service  or  equipment.  The 
customer  can  call  a service  representative  who  enters  the 
information  directly  into  a computer.  A communications 
network  links  all  pertinent  systems  for  inquiry  against  and 
updating  of  all  relevant  telephone  company  files. 

• The  market  for  SONAR  consists  of  large  North 
American  telphone  companies. 

* SONAR  runs  on  Tandem  NonStop  computers. 

• The  first  SONAR  product  sublicense  was  signed  with 
Southern  New  England  Telephone  in  December  1986. 
Revenues  from  this  installation  are  expected  to  exceed 
$2  million  during  1987  and  1988. 

- NICS  automates  the  collection  of  information  regarding 
network  usage  and  provides  network  management  tools  to 
cope  with  traffic  peaks  and  network  outages. 

* NICS  runs  on  Tandem  NonStop  computers. 

« The  product  is  targeted  to  both  large  switched  public 
networks  and  smaller  private  networks. 

C3,  acquired  with  Suntel  Systems  early  in  1988,  is  a 
telecommunications  network  management  system  designed  to 
provide  centralized  control  and  greater  accountability  of 
telephone  switches,  network,  and  equipment. 

- C3  runs  on  Tandem  and  UNIX-based  systems. 

- The  product  is  targeted  primarily  to  government  agencies 
and  private  corporations  with  independent  telephone 
systems. 


DAI  derives  its  revenue  from  the  banking  and  finance,  life 
insurance,  and  telecommunications  industries. 

A three-year  summary  of  source  of  revenue  by  industry  follows: 
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DATA  ARCHITECTS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

11/87 

11/86 

11/85 

Banking  and  finance 

39% 

47% 

45% 

Insurance 

47% 

43% 

35% 

Telecommunications 

14% 

10% 

20% 

TOTAL 

100% 

100% 

100% 

New  York  Life  accounted  for  approximately  45%  ($15.7  million) 
of  fiscal  1987  revenue,  38%  ($10.2  million)  of  fiscal  1986  revenue, 
and  28%  ($5.7  million)  of  fiscal  1985  revenue. 


Geographic  Approximately  80%  of  DAI's  fiscal  1987  revenue  was  derived  from 

Markets  the  U.S.  The  remaining  20%  was  derived  from  international 

sources.  A three-year  summary  of  source  of  revenue  follows: 

DATA  ARCHITECTS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

11/87 

1 1 /86 

11/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$27.7 

80% 

$22.1 

82% 

$16.2 

77% 

Europe 

2.1 

6% 

1.9 

7% 

2.1 

10% 

Export  sales  (a) 

5.1 

15% 

3.5 

13% 

2.9 

14% 

(Eliminations) 

(0.2) 

(1%) 

(0.4) 

(2%) 

(0.3) 

(1%) 

TOTAL 

$34.7 

100% 

$27,1 

100% 

$20.9 

100% 

(a)  Includes  sales  primarily  to  Europe,  Canada,  and  Japan. 
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Regional  offices  are  located  in  New  York  City  and  San  Francisco. 
Satellite  sales  offices  are  located  in  Atlanta,  Chicago,  and  Los 
Angeles. 

DAI  had  foreign  subsidiaries  in  Scarborough,  Ontario  (DAI 
Canada,  Inc.)  and  London,  England  (Data  Architects  Systems, 
Ltd.). 

In  October  1987  DAI  announced  the  signing  of  an  agreement  with 
Mitsui  Comtek  (a  Mitsui  & Co.  Ltd.  subsidiary)  to  distribute  DAI's 
software  products  in  Japan.  Initially  Mitsui  will  concentrate  on 
marketing  BESS,  making  it  the  first  authorized  distributor  of 
BESS  for  Japanese  companies  and  international  firms  with 
branches  in  Japan. 


DAI  has  four  Tandem  NonStop  computers  running  under 
GUARDIAN  at  its  headquarters  for  product  development  and 
support. 

A DEC  VAX  is  installed  at  the  Waltham  data  center  in  support  of 
BankMaster  timesharing  clients. 
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ELECTRONIC  DATA  SYSTEMS  Lester  M.  Alberthal,  Jr.,  Chairman, 
CORPORATION  President,  and  CEO 


7171  Forest  Lane 
Dallas,  TX  75230 
(214)  604-6000 

Wholly  Owned  Subsidiary  of  General 

Motors  Corporation,  GM  Class  E Stock, 

NYSE 

Total  Employees:  57,000(12/89) 

Total  Revenue,  Fiscal  Year  End 

12/31/89:  $5,466,800,000 

Non-GM  Information  Services  Revenue: 
$2,384,600,000 

The  Company 

Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  a 
leading  information  and  communications  services  company 
providing  information  processing,  consulting,  systems 
management,  systems  integration,  and  communications  services  to 
the  financial,  insurance,  commercial,  and  communications 
industries  domestically  and  internationally  and  to  state  and  federal 
government.  These  markets  include  banking;  credit  unions; 
property,  life,  health,  and  casualty  insurance;  distribution; 
manufacturing;  transportation;  retail;  and  energy. 

» EDS  currently  has  more  than  60,000  employees  and  more  than 
7,000  clients  in  all  50  states  and  27  other  countries  worldwide. 

® EDS’  largest  client  is  General  Motors  Corporation  (GM)  and 
its  subsidiaries,  which  contributed  approximately  55%  ($3.0 
billion)  to  EDS'  1989  revenue. 

EDS,  acquired  by  GM  in  October  1984,  operates  as  an 
independent  subsidiary  of  GM.  EDS'  performance  forms  the  base 
from  which  any  dividend  on  the  GM  Class  E common  stock  will  be 
declared.  These  earnings  include  income  earned  from  services 
provided  to  GM  and  its  other  subsidiaries. 

EDS'  total  1989  revenue  reached  $5.5  billion,  a 13%  increase  over 
1988  revenue  of  $4.8  billion.  Net  income  rose  13%,  from  $384.1 
million  in  1988  to  $435.3  million  in  1989.  A five-year  financial 
summary  follows: 

August  1990 
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ELECTRONIC  DATA  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$5,466,8 

K844.1 

$4,427.7 

$4,366.0 

$3,442.3 

12% 

from  previous  year 

13% 

9% 

1% 

27% 

264% 

Income  before  taxes 
• Percent  increase 

$680,3 

$589.4 

$524.3 

$464.0 

$362.1 

17% 

from  previous  year 

15% 

12% 

13% 

28% 

161% 

• Gross  margin 

12% 

12% 

12% 

11% 

11% 

Net  income 
• Percent  increase 

$435.3 

$384.1 

$323.1 

$260.9 

$189.8 

23% 

from  previous  year 

13% 

19% 

24% 

37% 

135% 

» Net  margin 

8% 

8% 

7% 

6% 

6% 

Earnings  per  share  (a) 

• Percent  increase 

$1.81 

$1.57 

$1.33 

$1.07 

$0.79 

23% 

from  previous  year 

15% 

18% 

24% 

35% 

132% 

(a)  Restated  to  reflect  a 2~for-1  stock  split  declared  on  February  5,  1990. 


A further  breakdown  of  1989,  1988,  and  1987  revenue  follows 
($  millions): 


FISCAL  YEAR 

REVENUE  SOURCE 

1989 

1988 

1987 

Systems  and  contracts 

• Outside  customers 

• GM  and  subsidiaries 

$2,384.6 

2.988.9 

$5,373.5 

$1,907.6 

2.837.0 

$4,744.6 

$1,444.8 

2.883.3 

$4,328.1 

Interest  and  other 

$93.3 

$99.5 

$99.6 

TOTAL 

$5,466.8 

$4,844.1 

$4,427.7 

EDS  management  attributes  1989  revenue  increases  to  the 
following: 
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• Increased  business  with  non-GM  customers  rose  23.5%  during 
1989  and  accounted  for  45%  of  total  revenue,  compared  with 
41%  of  total  revenue  in  1988. 

• Strong  performance  in  existing  markets,  particularly  in 
California  and  in  the  international  arena,  and  success  in  new 
markets,  i.e.  energy. 

During  1989,  EDS  restructured  its  operations  into  38  strategic 
business  units  and  49  strategic  support  units.  The  chart  below 
represents  the  historic  breakout  of  EDS  revenues  by  the  major 
operating  groups  in  existence  over  the  period  of  1985  to  1989. 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
SOURCE  OF  REVENUE  BY  OPERATING  GROUP 

($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

Finance  and  Insurance 

22% 

22% 

18% 

15% 

19% 

Commercial,  Communications, 
and  International  Services 

20% 

17% 

16% 

13% 

7% 

Government  Systems 

13% 

14% 

14% 

12% 

12% 

Subtotal  (a) 

55% 

53% 

48% 

40% 

38% 

GM-N.A 

45% 

47% 

52% 

60% 

62% 

TOTAL 

100% 

100% 

100% 

100% 

100% 

(a)  These  estimates  include  certain  revenues  from  GM  that  were  reported  in  the  Commercial, 
Communications,  and  International  Sen/ices  and  Financial  and  Insurance  Groups. 


The  company's  current  organization  is  summarized  in  the  exhibit. 

Revenue  for  the  six  months  ending  June  30,  1990  reached  $2.8 
billion,  an  8%  increase  over  $2.6  billion  for  the  same  period  in 
1989.  Net  income  for  the  period  rose  15%,  from  $204.9  million  to 
$235.1  million. 

Recent  acquisitions  made  by  EDS  include  the  following: 

• In  March  1990,  EDS  purchased  a 25%  equity  interest  in 
Thomas  Group,  Inc.  (TGI)  and  jointly  will  market  TGI's 
Accelerated  Business  Competitive  (ABC)  programs  through 
EDS'  Manufacturing  and  Distribution  Services  Division. 
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• In  February  1990,  as  part  of  a multilevel  partnership  agreement 
with  Texas  Air,  EDS  agreed  to  acquire  the  Airline  Services 
Division  of  Texas  Air's  System  One  Corporation.  To  date,  this 
agreement  has  not  yet  been  finalized. 

» Airline  Services  provides  reservations,  passenger  processing, 
and  flight  management  services  for  nearly  200  air  carriers 
and  other  customers  worldwide. 

- Other  components  of  the  agreement  include: 

* The  formation  by  EDS  and  Texas  Air  of  joint  ventures  to 
build  and  develop  the  existing  businesses  of  System  One, 
with  Texas  Air  and  EDS  each  owning  50%  of  the  joint 
ventures.  The  EDS/System  One  partnership  will  provide 
computer  reservations  system  (CRS)  services  to  nearly 
8,000  travel  agents. 

* A ten-year,  $4  billion  contract  whereby  EDS  will  furnish 
information  technology  services  to  Continental  Airlines 
and  Eastern  Air  Lines. 

" EDS  will  pay  Texas  Air  in  excess  of  $250  million  for  Texas 
Air’s  contribution  to  the  transaction,  which  includes 
numerous  facilities,  software,  and  System  One  services.  Of 
System  One's  3,300  employees,  2,200  will  transfer  to  EDS  to 
form  a new  EDS  transportation  business  unit.  The  balance 
will  remain  with  the  EDS/System  One  CRS  Partnership, 
headquartered  in  Houston. 

• In  January  1990,  EDS  acquired  a 30%  interest  in  Infocel,  Inc.,  a 
Raleigh,  NC-based  provider  of  software  products  for  local 
governments,  education,  and  public  safety. 

• In  May  1989,  EDS  and  Hitachi  Ltd.  announced  the  completion 
of  their  acquisition  of  National  Advanced  Systems  Corporation 
(NAS)  from  National  Semiconductor  Corporation.  EDS  and 
Hitachi  have  formed  a new,  independently  operated,  joint 
venture  company,  Hitachi  Data  Systems  Corp.,  which  will 
market  and  distribute  Hitachi  PCM  mainframe  and  peripheral 
equipment.  EDS  holds  a 20%  equity  in  the  new  venture. 

• In  April  1989,  EDS  acquired  BancSystems  Association,  Inc. 
(Westlake,  OH),  a subsidiary  of  Society  Corporation  that 
provides  credit  card  transaction  processing  services  to  the 
financial  services  industry.  Terms  of  the  purchase  were  not 
disclosed. 
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■ BancSystems,  founded  in  1969  as  a not-for-profit  association 
owned  by  the  member  institutions  that  used  its  services,  was 
acquired  by  Society  Corporation  in  1984. 

- BancSystems  provides  MasterCard  and  Visa  credit  and  debit 
processing  and  related  services  to  more  than  180  financial 
institutions  in  Ohio  and  seven  other  states  with  more  than 
2.4  million  cardholders  and  38,000  merchants.  The  company 
had  approximately  300  employees  at  the  time  of  the 
acquisition. 

” EDS  continues  to  operate  out  of  BancSystems'  Westlake 
offices,  and  continues  to  perform  credit  card  processing  for 
Society  Corporation's  affiliate  banks,  other  BancSystems 
customers,  and  expanded  new  business. 

• In  April  1989,  EDS  acquired  the  EPS  electronic  funds  transfer 

(EFT)  business  of  Automatic  Data  Processing,  Inc.  (ADP). 

Terms  of  the  acquisition  were  not  disclosed. 

- ADP's  EFT  business  includes  a range  of  services  for 
automatic  teller  machines  and  point-of-sale  applications  for 
the  banking  industry  and  The  Exchange,  ADP's  EFT 
network. 

- Headquartered  in  Clifton  (NJ),  ADP's  EFT  operations 
employ  nearly  300  people  and  supply  one  of  the  largest 
networks  in  the  industry. 

During  1989,  EDS  sold  two  turnkey  banking  products,  Inform  and 
Compete,  to  Peerless  Systems,  Inc.  EDS'  Compete  customers 
under  facilities  management  contracts  were  not  affected  by  the 
acquisition. 

In  March  1989,  EDS  and  Hewlett-Packard  signed  an  agreement 
that  formally  establishes  the  framework  for  cooperation  on 
systems  integration  projects.  Under  the  terms  of  the  agreement, 
HP  and  EDS  will  submit  joint  proposals  to  customers  for  the 
development,  design,  management,  and  support  of  projects 
requiring  the  integration  of  hardware,  software,  and  project 
management  services. 

Major  competitors  of  EDS  by  product/service  area  include  the 
following: 

• Insurance  claims  processing:  Computer  Sciences  Corporation 

(CSC),  Policy  Management  Systems  Corporation,  and  Unisys. 
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• Government  systems:  CSC,  Unisys,  Planning  Research 
Corporation  (Black  & Decker),  and  Boeing  Computer  Services. 

• Credit  unions:  Control  Data  Credit  Union  Services  and 
Citicorp  Information  Resources. 

• Remote  computing  services:  Boeing  Computer  Services, 

Martin  Marietta,  CSC,  and  GE  Information  Services. 

• Systems  integration:  Andersen  Consulting,  Scientific 
Applications  International,  BDM  International,  Unisys,  and 
IBM. 

® Systems  operations/facilities  management:  Andersen 
Consulting,  CSC,  and  Systematics. 


Key  Products  and  EDS'  1989  revenue  was  derived  approximately  as  follows: 

Services 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 
1989  SOURCE  OF  REVENUE 
($  millions) 


SERVICE 

U.S. 

INTERNATIONAL 

TOTAL 

Systems  Management 

$3,592 

$676 

$4,268 

Systems  Integration 

500 

91 

591 

Development 

436 

120 

556 

Consultative 

70 

12 

82 

TOTAL 

$4,598 

$899 

$5,497 

EDS  services  are  offered  as  follows: 

• Systems  Management: 

- Facilities  Management  (FM):  EDS  assumes  virtually  all  of 
the  data  processing  and  communications  requirements  for 
the  customer  over  a multiyear  term.  Responsibilities  include 
the  design  and  implementation  of  business  information 
systems,  the  staffing  of  the  data  processing  functions,  the 
development  and  maintenance  of  necessary  software,  and 
the  operation  of  all  computer  activities. 
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- Fiscal  Agent:  EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative  duties.  These  may 
include  processing  and  paying  claims  as  well  as  ensuring 
proper  coordination  of  benefits. 

- Processing  Services:  EDS  provides  data  processing  services 
from  an  EDS  data  center  billed  on  a predetermined 
minimum  monthly  basis,  usually  based  on  the  number  of 
transactions. 

• Systems  Integration:  EDS  designs,  implements,  and  installs  the 
appropriate  combination  of  hardware  and  software  integrated 
into  a total  system  designed  to  fulfill  the  customer's  processing 
and  communications  requirements. 

• Development  (Professional  Services):  EDS  provides  system 
design,  custom/contract  programming,  and  joint  development 
service. 

• Consultative  (Professional  Services):  These  services  include 
strategic,  information  technology  assessment,  industry-specific, 
and  conversion  consulting,  and  education  and  training. 

EDS  provides  FM  and  systems  integration  services  to  federal, 

state,  and  local  government  customers.  Recent  contract  examples 

include  the  following: 

• In  August  1990,  EDS  won  a five-year  contract  to  provide  life 
cycle  management  services  of  Standard  Army  Management 
Information  Systems  for  the  Army's  Information  Systems 
Software  Center  at  Fort  Belvoir  (VA).  Maximum  life  cycle 
value  is  approximately  $116  million. 

• In  July  1990,  EDS  signed  the  Small  Multi-user  Computer 
(SMC)  contract  with  the  U.S.  Army  to  provide  multiuser 
microcomputer  systems  and  services  to  the  Army,  Navy,  and 
Defense  Logistics  Agency.  Depending  on  orders,  the  value  of 
the  contract  could  reach  $700  million  or  more. 

• In  March  1990,  EDS  was  awarded  a seven-year,  $45  million 
contract  with  the  U.S.  Small  Business  Administration  (SBA)  to 
provide  data  processing  services  for  SBA  loans,  minority 
business  designation  applications,  and  congressional  inquiries. 
EDS  will  operate  the  SBA's  Washington  data  center,  which 
supports  1,700  terminals  at  SBA  offices  around  the  country. 

• In  January  1990,  EDS  was  awarded  a contract  by  the  Texas 
Comptroller's  Office  to  assist  in  the  development. 
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implementation,  and  operation  of  an  automated  accounting 
system  . The  Uniform  Statewide  Accounting  System  will 
standardize  and  automate  administrative  accounting  procedures 
among  approximately  250  state  agencies. 

» In  December  1989,  EDS  was  awarded  a five-year  contract  with 
a potential  value  of  more  than  $60  million  to  provide  systems 
integration,  design,  development,  operations,  and  maintenance 
services  for  the  Department  of  Defense  Medical  Systems 
Support  Center.  EDS  will  develop  new  systems,  provide 
integration  support,  and  consolidate  existing  medical 
information  systems. 

» In  August  1989,  EDS  was  awarded  a five-year  contract  to  install 
up  to  2,500  Apple  Macintosh  II  secretarial  workstations  at 
NASA's  Johnson  Space  Center  in  Houston.  The  workstations 
will  support  various  office  automation  functions  and  support 
engineering  and  scientific  applications. 

• In  May  1989,  EDS  was  awarded  a three-year,  $100  million 
contract  (with  options  for  two  one-year  extensions)  with  the 
state  of  Florida  Department  of  Health  and  Rehabilitative 
Services.  EDS  will  transfer,  implement,  and  operate  the 
Florida  On-Line  Recipient  Integrated  Data  Access  System, 
which  will  be  used  to  determine  program  eligibility  and  to  issue 
benefits  for  several  major  state  human-service  programs.  EDS 
will  supply  all  training,  conversion,  and  maintenance  services. 

» During  the  first  quarter  of  1989,  EDS  signed  an  agreement  with 
the  U.S.  General  Services  Administration  to  assist  federal 
agencies  that  need  immediate  system-conversion  support 
services,  and  won  a contract  with  the  Foundation  Health  Corp. 
(FHC)  to  help  the  FHC  with  managing  the  CHAMPUS  health 
care  program. 

* EDS  currently  processes  more  than  two-thirds  of  all  Medicaid 
claims  submitted  in  the  U.S.  Medicaid  contract  awards  include 
the  following: 

- During  the  first  quarter  of  1990,  under  a five-year 
competitive  recompete  contract  with  Kansas  SRS,  EDS  will 
provide  fiscal  agent  services  and  expand  medical  review, 
recipient  assistance,  provider  relations,  and  enrollment 
services. 

- In  November  1989,  EDS  signed  an  eight-year,  $16.5  million 
contract  with  Delaware's  Department  of  Health  and  Social 
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Services  to  operate  the  state's  Medicaid  Management 
Information  System. 

- In  October  1989,  EDS  signed  a four-year  recompetition 
contract  to  provide  fiscal  agent  services  for  the  Arkansas 
Division  of  Economic  and  Medical  Services. 

- In  February  1989,  EDS  signed  an  eight-year  contract  to 
provide  full  fiscal  agent  services  for  the  North  Carolina 
Division  of  Medical  Assistance  (DMA).  EDS  will  provide 
claims  processing  as  well  as  management  and  utilization 
review  reporting  for  DMA  as  it  has  done  since  1977. 

- During  the  first  quarter  of  1989,  EDS  also  won  a new  five- 
year  contract  with  Wyoming  to  perform  claims  processing 
and  other  fiscal  agent  functions  for  the  state's  Medicaid 
program. 

EDS  offers  financial  institutions  technology-based  business 
solutions  through  systems  integration,  facilities  management 
(systems  operations),  and  service  bureau  operations.  The 
company's  products  and  services  include  data  processing, 
communications,  information  management,  back-office,  bank  card, 
and  payment  services.  The  company  currently  serves  more  than 
5,000  banks,  credit  unions,  and  savings  institutions  worldwide. 

» Recent  contract  awards  from  financial  customers  include  the 

following: 

- In  June  1990,  EDS  announced  a five-year  contract  with  the 
Federal  Home  Loan  Bank  of  Seattle  to  provide  NOW 
account  and  deposit  item  processing  services  to  the  bank's 
member  institutions  throughout  its  12th  District. 

- In  May  1990,  EDS  signed  a seven-year  contract  with  Pomona 
First  Federal  Savings  and  Loan  Association  to  provide 
consolidated  financial  processing  services  to  the  thrift 
through  a service  bureau  arrangement. 

- In  April  1990,  EDS  signed  a five-year  credit  card  and 
merchant  processing  contract  with  First  Tennessee  Bank. 

“ In  February  1990,  EDS  won  a 10-year  contract  with  First 
USA  Merchant  Services  to  provide  card  processing  services. 

- During  1989,  EDS  was  awarded  a five-year  contract 
extension  from  First  Colonial  Bankshares  Corporation  of 
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Chicago  to  provide  all  data  processing  and  item  processing 
services  from  EDS'  Illinois-based  Lombard  Data  Center. 

- In  December  1989,  EDS  signed  a seven-year  contract  with 
First  Federal  Savings  and  Loan  Association  of  San  Gabriel 
Valley  (CA)  to  provide  consolidated  financial  processing 
services. 

■=  In  November  1989,  EDS  signed  a five-year  contract  with 
World  Savings  and  Loan  Association  to  expand  services  for 
its  Oakland  (CA)  data  center  to  include  check  processing 
and  transit  processing  services. 

" In  September  1989,  EDS  signed  a 10-year  contract  with 
Great  Western  Bank  to  expand  item-processing  services. 

EDS  will  construct  two  new  processing  centers  in  Los 
Angeles  and  Oakland  (CA)  to  support  the  account.  EDS  will 
provide  all  the  bank's  demand  deposit  account  processing, 
check  processing,  statement  rendition,  and  other  back-office 
services. 

- In  March  1989,  EDS  signed  a ten-year  FM  agreement  under 
which  EDS  will  assume  all  data  processing  responsibilities, 
as  well  as  all  voice  and  data  communications  for  the  Meritor 
Savings  Bank  of  Philadelphia.  EDS  will  install  its  Integrated 
Financial  System,  which  provides  integrated  back-office 
services  for  financial  institutions. 

- Under  another  five-year  agreement,  EDS  will  handle  all  data 
processing  in  New  York  City  for  Banco  de  Ponce,  which  is 
headquartered  in  San  Juan  (Puerto  Rico)  and  has  14 
branches  in  New  York. 

• Presently,  EDS  processes  information  for  more  than  12  million 

credit  union  members  and  more  than  2,300  credit  unions. 

- In  March  1990,  EDS  signed  a five-year,  full-services  contract 
with  the  Los  Angeles  Teachers  Credit  Union  to  provide  on- 
site facilities  management  support  and  item  processing 
services. 

- In  March  1990,  EDS  won  a six-and-one-half-year  contract 
extension  with  San  Antonio  Credit  Union  to  provide 
application  software  and  support  for  teller-platform  and 
automated  teller  machine  operations,  as  well  as  resource- 
management  support  for  the  credit  union's  loan  operation 
and  administrative  systems. 
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- In  April  1990,  EDS  signed  a five-and-a-half  year  on-site 
facilities  management  contract  with  Mountain  America 
Credit  Union. 

- In  May  1990,  EDS  announced  a seven-year  contract  with 
Gotham  Area  Federal  Credit  Union  to  provide  processing 
services. 

• Major  bank  processing  applications  include  the  following: 

- EDS'  Integrated  Financial  System  (IFS)  uses  a common  data 
base  to  provide  a range  of  automated  processing  options, 
from  retail  lending  and  deposits,  to  mortgage  banking  and 
commercial  lending. 

- The  Deposit  System  allows  a financial  institution  to  offer  a 
variety  of  deposit  products  to  both  commercial  and 
individual  customers,  including  checking  accounts,  savings 
accounts,  certificates  of  deposit,  tiered  interest  rate  money 
market  accounts,  and  IRA  and  Keogh  accounts. 

- The  Loan  System  processes  the  financial  institution's 
consumer,  commercial,  and  mortgage  loan  portfolios. 

- The  Financial  Accounting  and  Reporting  System  provides 
general  ledger,  budgeting,  financial  accounting,  and  cost 
accounting  capabilities  for  financial  institutions.  Asset  and 
liability  management  systems,  planning  and  forecasting 
systems,  and  other  financial  management  services  are  also 
provided. 

“ The  Customer  Information  System  integrates  all  of  a 
financial  institution's  banking  applications  into  a single 
system  and  provides  an  information  data  base  and  the 
accounting  and  audit  controls  necessary  to  maintain  the  data 
base. 

• Financial  transaction  processing  applications,  generally 

available  both  domestically  and  internationally,  include  the 

following: 

- The  Card  Processing  Service  is  a transaction  processing 
service  for  the  financial  and  retail  industries  that  supports 
credit,  debit,  and  private  label  card  programs. 

- The  Merchant  Accounting  Service  provides  merchant 
transaction  processing  to  the  financial  and  retail  industries. 
Merchant  base  profitability  assessments  are  also  provided. 
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- The  IstAdvantage  Program  offers  an  integrated  service  for 
credit  card  issuance,  customer  service,  and  merchant  account 
servicing. 

• Back-office  services  include  proofing  and  encoding,  bulk 
statement  filing,  statement  mailing,  and  truncation  in  order  to 
accommodate  additional  check  processing  needs  of  its 
customers.  Other  services  include  account  reconciliation 
processing,  document  storage,  filming,  stamping,  archival 
storage,  and  statement  rendering. 

® Microcomputer  software  and  related  products  permit  access  to 
EDS'  mainframes  on  a remote  basis.  Products  are  available  for 
asset/liability  management,  financial  management  information, 
loan  origination  and  document  printing,  loan  loss  control,  safe 
deposit  box,  call  reporting,  back-up  withholding  (1099s), 
general  ledger,  fixed  asset  accounting,  and  planning  and 
budgeting. 

• EFT  services  are  provided  to  financial  institutions  and  retailers 
through  The  Exchange  and  MPACT  networks. 

- The  MPACT  Network,  established  in  1979,  includes 
approximately  1,300  MPACT  ATMs  and  approximately  2.5 
million  MPACT  debit  cards  issued  to  customers  of  member 
financial  institutions  located  primarily  in  Texas,  Louisiana, 
Arkansas,  New  Mexico,  Oklahoma,  West  Virginia, 
Mississippi,  and  Massachusetts. 

“ MPACT  has  interface  relationships  with  24  other  regional 
and  national  networks  such  as  CIRRUS,  PULSE,  American 
Express,  HONOR  and  DISCOVER,  which  allow 
approximately  50  million  additional  holders  of  debit  cards 
access  to  the  MPACT  Network  and  make  over  30,000 
additional  ATMs  available  to  MPACT  cardholders. 

EDS  provides  FM  and  processing  services  and  turnkey  systems  to 

commercial  insurance  companies  and  Blue  Cross/Blue  Shield 

organizations  (where  state  money  is  not  involved). 

• During  1989,  EDS  processed  over  391  million  life,  health,  and 
casualty  insurance  claims. 

• In  March  1990,  EDS  and  American  International  Healthcare, 
Inc.  (AIH),  a subsidiary  of  American  International  Group, 
announced  plans  to  jointly  develop  and  market  managed-care 
information  systems  for  the  health  insurance  marketplace  in  the 
U.S.  and  abroad. 
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- The  foundation  of  the  alliance  is  AIH's  TOPPS,  an  IBM- 
based  multioption  system  that  processes  insurance  claims  for 
group  health  insurers,  preferred-provider  organizations,  and 
health  maintenance  organizations. 

• During  the  first  quarter  of  1989,  EDS  signed  a 12-year  FM 
agreement  with  Whitehall  Insurance  Holdings,  Ltd.  to  convert 
the  life  and  group  business  of  one  of  Whitehall's  subsidiaries 
(Bradford  National  Life  Insurance  Co.)  to  the  Equity  Plus  and 
Group  Management  Systems  at  another  Whitehall  subsidiary 
(Lamar  Life  Insurance  Co.). 

• During  1989,  EDS  renewed  Blue  Cross/Blue  Shield  contracts 
with  Massachusetts,  Western  New  York,  and  Nationwide 
Mutual  Insurance  Company. 

• During  the  fourth  quarter  of  1988,  EDS,  in  cooperation  with  the 
Harvard  Community  Health  Plan,  formed  Interpractice 
Systems.  This  separate  company  will  develop  and  market  an 
integrated  clinical,  administrative,  and  financial  management 
system  targeted  to  various  health  care  organizations.  The  new 
system  will  automate  medical  records  as  well  as  provide 
diagnostic  and  patient  self-education  information. 

» With  the  acquisition  of  General  Data  Systems,  Ltd.  (GDS) 
during  1988,  EDS  also  offers  turnkey  systems  for  the 
automation  of  underwriting  decisions,  rating  lines  of  insurance, 
and  the  processing  of  commercial  policies  for  property  and 
casualty  insurance  companies. 

EDS  also  provides  a range  of  FM,  systems  integration,  and 
professional  services  to  domestic  and  international  clients.  EDS 
was  one  of  the  world's  first  commercial  systems  integration 
specialists  and  has  emerged  as  a major  force  in  both  government 
and  commercial  markets. 

• Examples  of  recent  domestic  commercial  contracts  obtained  by 
EDS  include  the  following: 

- In  August  1990,  EDS  was  awarded  a ten-year  contract  with 
The  Permian  Corporation  to  manage  Permian's  information 
technology  in  support  of  the  energy  company's  oil  and  gas 
distribution  operations. 

- In  April  1990,  EDS  signed  a 10-year  contract  with 
Westmoreland  Coal  Company  to  assume  responsibility  for 
all  of  Westmoreland's  processing  and  communications 

. operations. 
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° In  January  1990,  EDS  signed  a long-term  data  processing 
and  communications  services  agreement  with  Columbia 
Pictures  Entertainment  to  provide  operations  support. 

» In  the  fourth  quarter  of  1989,  EDS  signed  a 10-year  contract 
with  Cummins  Engine  Co.  of  Columbus  (IN)  whereby  EDS 
will  manage  and  operate  Cummins'  data  center  and  data  and 
voice  communications  operations.  EDS  will  also  construct  a 
major  data-processing  and  communications  center  in 
Columbus  which  will  initially  service  Cummins,  but  is 
expected  to  be  used  for  additional  accounts  as  EDS 
continues  to  develop  its  business  in  the  Midwest. 

» In  August  1989,  EDS  entered  into  an  expanded  agreement 
with  Freeport-McMoRan  Inc.  (FTX),  a firm  involved  in  the 
exploration,  mining,  production,  and  processing  of  natural 
resources.  EDS  will  manage  the  implementation  and 
operation  of  FTX's  new  AT&T  software-defined  network. 

- During  1989,  EDS  also  signed  contracts  with  Freightliner 
Corp.,  Dow  Chemical  Co.,  and  Pratt  & Whitney. 

International  contract  awards  include  the  following: 

■=  During  the  first  quarter  of  1990,  EDS  signed  a three-year 
contract  with  Le  Carbone  Lorranine,  a French  producer  of 
carbon  and  graphite  products,  to  install  and  operate  a new 
accounting  system. 

» In  July  1989,  EDS  signed  a 10-year  contract  with  the 
International  Bank  of  Asia  (IBA)  to  assume  responsibility 
for  IBA's  data  center  and  operate  and  update  the 
information  and  communications  systems  of  the  bank's  16 
Hong  Kong  branches.  This  is  EDS'  first  financial  services 
contract  in  Hong  Kong. 

- During  the  first  quarter  of  1989,  EDS  signed  a three-and- 
one-half-year  agreement  with  BASF  (a  West  German 
chemical  company)  to  provide  an  information  technology 
infrastructure  for  the  chemical  company's  storage  and 
packaging  department. 

- In  Spain,  EDS  will  develop  and  implement  an  automatic 
warehouse  system  for  Danone,  a large  producer  of  dairy 
products. 

- Under  contract  with  DANZAS-SATEM  (France),  EDS  will 
operate  and  maintain  the  company's  distribution  systems. 


August  1 990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  15  of  17 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 


INPUT 


- EDS'  seven-year  contract  extension  with  French 
manufacturer  Gallay  provides  for  administrative  systems  and 
manufacturing  applications  services. 

- EDS  also  increased  its  presence  in  Europe  with  contract 
signings  with  Banque  Lyonnaise  and  Caterpillar  in  France, 
the  United  Kingdom's  Department  of  Social  Security,  The 
Lewis'  Group  Ltd.  in  Great  Britain,  and  Caixa  de  Catalunya 
in  Spain. 

- The  company  also  won  a major  contract  with  Banco 
Investimento  Garantia  in  Brazil. 

EDS'  GM  revenue  comes  from  designing,  installing,  and  operating 

GM  information  systems  and  implementing  the  automaker's  large 

private  digital  telecommunications  network. 

• During  the  first  quarter  of  1990,  EDS  reached  a five-year 
extension/renewal  agreement  with  General  Motors  of  Canada 
to  continue  to  provide  information  technology  and 
communications  services. 

« During  1989,  EDS  and  GM  announced  plans  for  two  systems 
for  the  parent  company.  The  C4  Technology  Program  is 
designed  to  reduce  the  time  and  cost  required  for  product 
development  by  enhancing  and  integrating  the  automaker's 
engineering  and  manufacturing  technologies.  The  Product 
Description  System,  which  was  implemented  across  the  Buick- 
Oldsmobile-Cadillac  Group  in  1989,  is  a common  system  for 
releasing  and  describing  products  for  GM's  vehicle  groups. 

' EDS  has  a long-term,  fixed-price  agreement  with  Chevrolet- 
Pontiac-GM  of  Canada  to  provide  development,  ongoing 
support,  IPC  operations,  plant  floor  automation  services,  and 
communications  support. 

• EDS  and  Buick-Oldsmobile-Cadillac  Group  (B-O-C)  finalized 
a five-year  contract  for  EDS  to  provide  computer,  information 
processing,  and  communications  services  to  B-O-C's  26 
manufacturing  plants  and  business  locations. 

• In  January  1989,  EDS  announced  a four-year  contract  extension 
with  the  GM  Truck  & Bus  Group.  This  extension  was  made 
halfway  through  an  existing  five-year  contract. 

• EDS  continues  to  support  all  other  areas  of  General  Motors, 
including  GMAC  and  staff  and  administrative  functions. 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


Approximately  55%  (nearly  $3  billion)  of  EDS'  total  1989  revenue 
was  derived  from  its  parent  company,  GM,  and  2%  was  derived 
from  interest  and  other.  The  remaining  43%  ($2.38  billion)  of 
total  revenue  was  derived  from  clients  in  various  industries, 
including  banking  and  finance,  insurance,  manufacturing,  retail, 
distribution,  transportation,  and  energy. 

EDS'  1989  source  of  revenue  by  industry  market  follows: 


Manufacturing 

41% 

Financial 

15% 

Government 

11% 

Insurance 

6% 

International 

16% 

Other 

11% 

100% 

Approximately  85%  of  EDS’  total  1989  revenue  was  derived  from 
North  American  operations.  The  remaining  15%  was  derived 
from  international  sources. 

EDS  has  nearly  6,300  international  employees. 


EDS  currently  operates  21  Information  Processing  Centers  (IPCs) 
worldwide. 

• EDS  has  over  300  mainframes  from  various  manufacturers, 
including  IBM,  Hitachi  Data  Systems,  and  Amdahl  systems, 
installed  at  these  centers. 

» IPC  locations  include  Richardson,  Dallas,  and  Plano  (TX); 
Sacramento  (CA);  Camp  Hill  (PA);  Auburn  Hills  and  Warren 
(MI);  Herndon  (VA);  and  Paris. 

In  March  1989,  EDS  officially  opened  the  world's  first  Information 
Management  Center  (IMC)  in  Plano  (TX),  a network  command 
site  responsible  for  managing  EDS* NET,  EDS'  private  digital 
network  that  will  ultimately  manage  the  telecommunications 
needs  of  EDS'  Information  Processing  Centers. 

• Through  EDS* NET,  over  730  million  transactions  are 
processed  each  month-nearly  17,000  transactions  per  minute. 
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COMPANY  PROFILE 


GE  INFORMATION  SERVICES 

401  North  Washington  Street 
Rockville,  MD  20850 
(301)  340-4000 


Hellene  S.  Runtagh,  President 
Division  of  General  Electric  Company, 
Communications  and  Services 
Organization 
Total  Employees:  2,600 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $525,000,000* * 
Noncaptive  Revenue:  $500,000,000* 

*INPUT  estimate 


The  Company  GE  Information  Services  (GEIS)  currently  provides  transaction 

and  utility  processing;  inquiry/response,  electronic  data 
interchange,  and  value-added  network  services;  systems 
integration;  and  software  development  and  network  management 
professional  services  to  over  10,000  clients  worldwide.  Its  focused 
industries  include  international  banking  and  financial  services, 
international  trade  and  transportation, 
retail / apparel / merchandising,  telecommunications, 
automotive /heavy  equipment /manufacturing, 
petroleum/chemical,  and  high  technology. 

• GEIS  was  formed  in  1979  as  General  Electric  Information 
Services  Company  (GEISCO)  to  consolidate  General  Electric 
Company's  (GE)  MARK  III  worldwide  interactive  and  remote 
batch  processing  services,  originally  introduced  in  1965  under 
the  MARK  I name  as  the  first  interactive  processing  service 
commercially  available  in  the  U.S.  The  organization  unified 
the  U.S.  operations  handled  by  GE's  Information  Services 
Division  with  European  and  Australian  operations  run  by 
Honeywell.  Honeywell  retained  a 16%  interest  in  GEISCO 
until  January  1972,  when  GE  purchased  Honeywell's  interest 
for  approximately  $70  million. 

• On  January  1, 1984,  GEISCO  once  again  became  an  internal 
component  of  GE  and  its  legal  name  became  GE  Information 
Services. 

• GEIS  now  reports  to  GE's  Communications  and  Services 
Organization  (CSO),  which  was  formed  in  1986  to  meld  certain 
GE  operations  with  former  RCA  units. 
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- GE  Consulting  Services,  based  in  Rockville  (MD),  was 
formerly  part  of  GEIS  and  now  operates  as  a separate  unit 
under  CSO. 

- GE  Computer  Services,  based  in  Atlanta,  was  formerly  part 
of  GEIS  and  now  operates  as  a separate  unit  under  CSO. 

INPUT  estimates  that  GEIS's  total  1989  revenue  was 
approximately  $525  million. 

• The  company  had  approximately  10,000  client  by  the  end  of 
1989,  compared  to  6,000  clients  in  1988  and  5,000  clients  in 
1987. 

• Revenue  provided  to  various  units  of  General  Electric 
Company  is  estimated  at  approximately  5%  of  total  revenue. 

Effective  October  1989,  Hellene  S.  Runtagh  was  appointed 
President  of  GEIS,  replacing  James  McNerney  Jr.  who  has  been 
promoted  to  executive  vice  president  of  GE  Capital. 

During  early  1989,  GEIS  sold  its  EMC*EXPRESS  electronic 
medical  claims  business  to  GTE  Information  Services.  Terms  of 
the  sale  were  not  disclosed.  INPUT  estimates  that 
EMC*EXPRESS  contributed  less  than  $500,000  to  GEIS'  1988 
revenue. 

GEIS'  primary  competitors  include  BT  Tymnet,  IBM,  Infonet, 
Telenet,  Automatic  Data  Processing  (Autonet),  and  Reuters. 

• In  the  EDI  and  electronic  mail  area  GEIS  also  competes  with 
Sterling  Software  (Ordernet),  MCI,  Western  Union,  and 
various  PTT-provided  services. 


Key  Products  and 
Services 


INPUT  estimates  that  over  85%  of  GEIS's  1989  revenue  was 
derived  from  network  and  processing  services,  and  the  remaining 
15%  from  professional  services  and  systems  integration  activities. 

GEIS  offers  its  clients  three  delivery  systems  for  its 
processing/network  services  as  follows: 

• The  MARK  III^  Service  consists  of  the  following  major 
elements,  serving  over  8,000  clients: 
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” Foreground  Service  is  the  primary  offering  on  the  MARK  III 
System,  consisting  of  interactive  remote  processing  on 
Honeywell  computers.  GEIS  offers  two  libraries  consisting 
of  over  2,000  software  products,  a summary  of  which  is  found 
in  Exhibit  A. 

• Certain  products  were  developed  by  GEIS  or  licensed 
from  major  software  vendors.  These  packages  are  fully 
supported  by  GEIS. 

“ Background  Service  augments  interactive  processing  with 
remote  batch  capability  on  Honeywell  computers.  GEIS 
computers  can  be  connected  to  in-house  equipment  for  inter- 
processing. 

• The  MARK  3000™  Service  is  an  IBM-compatible  companion 
service  to  the  Honeywell-based  offerings.  Remote  batch  and 
interactive  processing  on  large-scale  IBM  computers  is 
available.  Selected  applications  available  on  this  service  are 
shown  in  Exhibit  B.  Usage  is  split  between  general  business 
applications  and  engineering,  simulation,  and  statistical  analysis 
applications. 

- The  MARK  9000™  Service,  announced  in  January  1988,  is  a 
bundled  offering  of  IBM  MVS/XA  operating  environment 
processing,  storage,  and  IBM-compatible  network  services. 

• The  service  is  targeted  to  clients  whose  business 
requirements  include  multiple,  distributed  9370s,  remote 
access  to  one  9370,  the  integration  of  their  9370  systems 
with  other  mainframe  systems,  or  a CICS  capability.  It 
can  be  used  for  departmental  processing;  development, 
prototyping,  and  conversions;  in  distributed 
configurations  for  store-and-forward  processing  and 
network  switching/management;  and  as  a component  in 
custom  systems  for  vertical  applications,  disaster 
recovery,  and  remote  facilities  management. 

• The  MARK  9000  Service  is  available  in  Europe  and  the 
U.S.  GEIS  already  has  several  contracts  from  the  U.S., 
France,  Italy,  and  the  U.K.  Current  clients  include 
National  Westminister  Bank. 
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EXHIBIT  A 

APPLICATIONS  AVAILABLE  ON  MARK  III  SERVICE 


APPUCATION  AREA/PRODUCT  NAME 


OPERATING  ENVIRONMENT 

- HONEYWELL  DPS  90/ACOS  1000 

- HONEYWELL  DPS-8/70.  GCOS 


PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN  77  - PL1 

- COBOL  - BASIC 

DATA  MANAGEMENT  SOFTWARE 

- DMS  III  - FLEXIMIS 

- HISAM  - SAS 

- DM  IV  - REQUEST 

- SYSTEM  2000  - SITE  II 

- MARK  IV  - EPICS 

- DCM  - MARDATA 

DATA  BASES  AVAILABLE 

- MAP  (ECONOMETRIC  DATA  BASE) 

- CURRENCY  DATA  BASE  SERVICE 

- SECURITIES  DATA  BASE  SERVICE 

- VALUELINE 

- NEMA  (NATIONAL  ELECTRICAL  MFG.) 

- DEPARTMENT  OF  COMMERCE  (SIC) 

- FEDERAL  TRADE  COMMISSION 

- CITIBASE 

- PETROLEUM  INSTITUTE 

- DWIGHTS  ENERGYDATA 

- CORPORATE  FINANCIAL  DATA  SERVICE 

- BUSINESS  AND  FINANCIAL  DATA  BANK 

- COMMODITY  FUTURES 

- AHAM  (HOME  APPLIANCE  MANUFACTURING) 

- DOW  JONES  NEWS/RETRIEVAL 

FINANCIAL  APPUCATIONS/TOOLS 

- GENERAL  BUSINESS  ACCOUNTING 

- FINANCIAL  ANALYSIS 

- FORECASTING 

- AUDITING 

BANKING/CASH  MANAGEMENT 

- GLOBAL  RISK  MANAGEMENT  SYSTEMS 

CHEMICAL 

COMMUNICATIONS 

- TELEPHONE  CO.  OPERATIONS  & FINANCE 
CONSTRUCTION 

DISTRIBUTION  MANAGEMENT 


APPLICATION  AREA/PRODUCT  NAME 


ELECTRONIC  DATA  INTERCHANGE 

- EDI*EXPRESS  SYSTEM 

- ED^PC  SYSTEM  - EDI*CENTRAL  SYSTEM 

ELECTRONIC  MAIL 

- BUSINESSTALK 

- QUIK-COMM 

ENGINEERING 

- CIVIL 

- MECHANICAL 

- ELECTRICAL  AND  ELECTRONIC 
HUMAN  RESOURCE  MANAGEMENT 
INSURANCE 

INVESTMENT  RESOURCE  MANAGEMENT 
INVENTORY  CONTROL/ORDER  SERVICE 
GRAPHICS  AND  PLOTTING 
LINEAR  PROGRAMMING 

MANUFACTURING 

- INDUSTRIAL  ENGINEERING 

- PUVSTICS  ENGINEERING 

- MANUFACTURING  MANAGEMENT 

- NUMERICAL  CONTROL 

- PRODUCTION  SCHEDULING 

- QUALITY  CONTROL 

MARKETING  AND  SALES 
MATHEMATICS 

OPERATIONS  RESEARCH  AND  MODELING 
PROJECT  PUNNING  AND  MANAGEMENT 
SIMUUTION  AND  MODELING 
STATISTICAL  ANALYSIS  AND  FORECASTING 

TRANSPORTATION 

- MARINE  MANAGEMENT 

- EQUIPMENT  MANAGEMENT  SYSTEMS 

- SHIPMENT  TRACKING  SYSTEM 

MISCELLANEOUS 

- GENIE 
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EXHIBIT  B 

APPLICATIONS  AVAILABLE  ON  MARK  3000  SERVICE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

OPERATING  ENVIRONMENT 

OTHER  INFORMATION  MANAGEMENT 

- IBM  3081,  MVS,  TSO,  CIOS 

- DCF 

- IBM  4381,  VM 

- OXYCALC 

- IBM  9000 

- MEGACALC 

PROGRAMMING  LANGUAGES  SUPPORTED 

- SCRIPT/VS 

- WYLBUR 

- FORTRAN  77 

- COBOL 

PROJECT  MANAGEMENT 

- PL/1 

- PROJACS 

- BASIC 

- PROJECT/2 

UTILITY  SOFTWARE 

SCIENTIFIC  AND  ENGINEERING 

- LIBRARIAN 

- MECHANICAL  ENGINEERING  AND  DESIGN 

- REMOTE  MEDIA  SERVICE 

• NASTRAN 

- SYNCSORT 

• SUPERB 

PRODUCTIVITY  TOOLS 

• ANSYS 

- CIRCUIT  ANALYSIS 

- ACCOLADE 

• ASTAP 

- DOS/OS  CONVERSION  PACKAGE 

- ISPF/PDF 

ORDER  SERVICE 

DATA  BASE  MANAGEMENT 

MANUFACTURING 

- FOCUS 

- PLASTICS  ENGINEERING 

- IDMS 

- SQL/DS 

DISTRIBUTION 

FINANCIAL  APPLICATIONS/TOOLS 

- VEHICLE  ROUTING 

- VSPX  (VEHICLE  SCHEDULING) 

- GENERAL  ACCOUNTING 

- FINANCIAL  PLANNING  (FCP-EPS,  IFPS) 

MATHEMATICS 

- FORECASTING  (SIMPLAN) 

- MPS  III 

- BUDGETING  AND  MODEUNG  (CPL/TACTIX) 

- MPSX/370 

GRAPHICS 
- TELL-A-GRAF 

- SPSS 

PLANNING  AND  MODELING 

- DISSPLA 

- BMDP  (PRODUCTION  SCHEDULING) 

- GDDM 

- CSMP  III  (SIMULATION) 

STATISTICS 

- DYNAMO  lll/F  (SIMULATION) 

- GPSS  V (SIMULATION) 

- SAS 

- KETNET 

- MAGEN  (MATRIX  GENERATOR) 

OTHER 

- GE*TUTOR 
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• The  GEIS  Network  is  the  company's  worldwide  teleprocessing 
network  based  on  a proprietary  packet-switching  protocol.  It 
permits  multisite  organizations  to  achieve  data  transmission  to 
dispersed  terminals  and  host  computers  around  the  world  with 
approximately  600  access  points  in  the  U.S.  and  in-country 
direct  access  in  35  countries. 

- The  GEIS  network  supports  asynchronous,  IBM-compatible 
synchronous  (including  3270  BSC,  3270  SNA/SDLC, 
2780/3780  BSC,  3770  SNA),  and  X.25  protocols. 

- In  addition  to  supporting  SNI  interconnections  among  SNA 
networks,  it  offers  a variety  of  error-correcting  protocols, 
such  as  MNP  and  XMODEM,  and  it  provides  3270 
emulation  via  NET*CONNECT  3270  and  Simware's  SIM 
3278,  SIMPC,  and  MAC3270. 

GEIS  services  are  categorized  into  the  following  application  areas: 
International  Banking  and  Financial  Services 

• Electronic  Data  Interchange  Products  and  Services 

• Business  Communications  Products  and  Services 

• Value-Added  Network  Services 

• Managed  Network  Services 

• On-line  Consumer  Information  Services 

International  Banking  and  Financial  Services: 

GE  Financial  Information  Services,  a unit  of  GEIS  formed  in 
1989,  supports  international  network  applications  for  banking  and 
financial  institutions.  GEIS  offers  the  following  products/services 
which  are  generally  used  as  part  of  a distributed  processing 
service: 

• FUNDSNET™  Money  Transfer  System  is  a microcomputer- 
based  automated  money  transfer  service  targeted  to  corporate 
treasurers.  Through  a joint  marketing  agreement  with  Racal- 
Guardata,  the  Money  Transfer  System  includes  end-to-end 
authentication  as  a means  of  protecting  the  money  transfer 
instructions. 

• FUNDSNET™  Balance  Reporting  System  is  an  automated 
balance  and  transaction  reporting  service  used  by  corporate 
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clients  to  manage  their  global  cash  in  an  environment  of 
differing  time  zones  and  multiple  currencies. 

• The  Global  Limits  System  is  a customized  software  package 
designed  to  assist  international  banks  manage  and  control 
market,  credit,  and  operational  risks  and  exposures,  24  hours  a 
day,  in  trading  centers  around  the  world. 

• TRADEWATCH™,  introduced  in  September  1989,  is  a 
settlement  instructions  and  reporting  system  for  international 
securities  settlement  institutions. 

• The  BANCOR ‘EXPRESS™  System  is  an  electronic  transfer 
and  tracking  system  designed  to  facilitate  and  expedite  the 
worldwide  exchange  of  financial  data. 

• BPS*CENTRAL™  System,  announced  in  December  1989, 
allows  banks  to  accept  electronic  payment/order  remittance 
advices  from  EDI  users,  reformat  them  into  ACH  payment 
instruction  format,  and  forward  them  to  a third  party's  bank 
through  the  ACH  network  for  settlement. 

- Incoming  ACH  instructions  may  be  reformatted  to  ANSI 
820,  823,  or  BAJ  lockbox  formats.  Banks  can  also  use  the 
BPS ‘CENTRAL  System  for  their  internal  EDI  processing 
with  their  customers  and  suppliers. 

- The  first  two  banks  to  use  the  BPS ‘CENTRAL  System  are 
First  Interstate  Bank  (Los  Angeles)  and  SEAFIRST 
(Seattle). 

• In  November  1989,  GEIS  introduced  the  availabililty  of 
Leveraged  EDI  and  Payments  Program  (LEAPP),  a multilevel 
EDI/EFT  program  for  banks.  LEAPP  provides  banks  the 
opportunity  to  combine  their  corporate  client  relationships  and 
payments  expertise  with  GEIS'  EDI  network  capabilities. 

Electronic  Data  Interchange  Products  and  Services: 

EDI  products  and  services  support  the  electronic  processing  and 

transmission  between  trading  partners  of  standard  formatted  data 

for  business  documents  in  a variety  of  public  and  private  formats 

using  different  protocols  and  access  methods. 

• GEIS'  EDI  services  are  used  by  clients  in  the  trade  and 
transportation,  manufacturing,  and  retail  industries.  GEIS'  EDI 
network  currently  connects  more  than  6,000  trading  partners 
worldwide. 
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• The  EDPEXPRESS™  System,  introduced  in  November  1985, 
provides  the  capabilities  for  sending,  receiving,  translating,  and 
compliance  checking  of  EDI  messages.  The  system  also 
provides  document  and/or  interchange  level  auditing  and 
reporting  to  the  user  for  tracking  and  monitoring  system  usage. 

« Two  levels  of  service  are  available.  The  Interchange  Level 
Service,  announced  in  December  1989,  enables  customers  to 
select  a level  of  service  commensurate  with  the  requirements 
of  their  applications.  The  service  performs  control 
verification  and  provides  tracking  reports  for  interchanges. 
The  Document  Level  Service,  available  since  1987,  offers 
network  control  verification  and  tracking  at  both  the 
interchange  and  document  levels. 

- EPS*EXPRESS™  Service,  introduced  in  January  1990, 
permits  EDI*EXPRESS  clients  to  initiate  electronic 
payments  to  their  vendors. 

® The  EDI* PC™  System,  introduced  in  November  1985,  is  a 
software  package  for  IBM  and  compatible  microcomputers  that 
allows  trading  partners  to  send  and  receive  EDI  documents  and 
status  reports  in  a standard  format  to  and  from  the 
EDI* EXPRESS  System.  It  can  be  used  as  a workstation  or  as  a 
front-end  to  an  in-house  computer  for  translation.  The 
software  licenses  for  $1,450. 

« The  EDI*CENTRAL™  System,  introduced  in  July  1988,  is  a 
mainframe  software  package  supporting  COBOL  74  for 
mainframe  EDI  gateways  supporting  multiple  distributed 
business  applications.  It  allows  the  client  to  send  EDI  data  to 
and  from  its  in-house  application  system  and  provides  EDI 
translation  between  application  data  and  EDI  standard  formats. 
The  system  licenses  for  $20,000  for  the  first  copy,  with 
additional  copies  per  company  at  $12,000  each.  The  annual 
subscription  service  fee  is  $2,400  after  the  first  year. 

• The  DESIGN* EXPRESS™  System  is  a family  of  products  that 
allows  engineering/manufacturing  design  data  to  be  processed 
and  transmitted  electronically  in  several  types  of  document 
formats.  DESIGN*EXPRESS  products  became  commercially 
available  in  the  U.S.  in  1989. 

- GEIS  has  designated  Microdynamics  (Dallas)  as  a Value- 
Added  Service  Provider  for  DESIGN*EXPRESS  to  the 
sewn-goods  industry. 
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- In  February  1989,  GEIS  announced  an  alliance  with 
International  TechneGroup  Inc.  (ITI)  whereby  ITI  will 
provide  CAD  translation  software  and  consulting  services  to 
users  of  GEIS'  DESIGN* EXPRESS  services. 

• UPC*EXPRESS  Catalog  is  a service  that  manages  and 
distributes  Universal  Product  Code  (UPC)  numbers  and  their 
description  information  for  vendors  and  their  retailers.  This 
data  base  of  UPC  information  is  integrated  with  the 
EDI*EXPRESS  System  so  that  vendors  and  retailers  can  use 
EDI  to  electronically  maintain  and  receive  UPC  catalog 
updates. 

® GEIS  also  supports  several  private  and  industry  association 
networks,  including  Catspeed  (Caterpillar  Tractor  Company's 
private  EDI  implementation),  Haggar  Apparel  Company's 
HOP  (Haggar  Order  Processing),  LeviLink  (Levi-Strauss), 
PetroEx  (the  Petroleum  Data  Exchange  System),  The  Poand 
Transnet  (operated  by  the  Motor  Equipment  Manufacturers 
Association,  Englewood  Cliffs,  NJ). 

« Other  EDI-related  activities  include  the  following: 

- In  November  1989,  Sea-Land  Service  Inc.,  Rotterdam, 
selected  GEIS'  EDI  network  service  to  connect  EDI  trading 
partners  in  the  U.K. 

- In  June  1989,  GEIS  was  awarded  a one-year  contract  (with 
two  option  years)  by  the  General  Services  Administration 
(GSA)  to  provide  EDI  services  to  the  GSA/Federal  Supply 
Service.  GEIS  will  provide  EDI* CENTRAL  software  for  a 
Honeywell  DPS8  mainframe  and  will  provide 
EDI*EXPRESS  network  services  as  the  interface  to  GSA's 
electronic  trading  partners. 

- GEIS  is  supplying  network-based  services  in  six  European 
countries  to  Electronic  Data  Systems  as  part  of  EDS'  EDI 
project  for  General  Motors. 

- Working  with  Baxter  Travenol  (Deerfield,  IL),  GEIS  is 
expanding  the  scope  of  that  company's  ASAP  Express  private 
EDI  purchasing  clearinghouse  system  for  hospitals. 

- GEIS  Ltd.  has  joined  with  STC  International  Computers  Ltd. 
(formerly  ICL)  to  form  International  Network  Services 
Ltd.(INS),  offering  EDI  services  in  the  U.K..  In  February 
1988,  INS  launched  its  international  "Bridge,"  joining  the  INS 
U.K.  EDI  services  to  the  EDI  service  provided  by  GEIS. 
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- GEIS  was  selected  by  CEFIC,  the  European  Council  of 
Chemical  Manufacturers'  Federations,  as  the  single 
clearinghouse  to  provide  EDI  services  to  the  CEFIC  EDI 
trial  for  the  European  Chemical  Industry. 

- With  Finland's  Nokia  Information  Network  Services,  the 
company  established  a processing  center  in  1988  for 
domestic  and  international  EDI,  licensing  its  EDI  software 
to  the  partner. 

- GEIS  and  Swedish  software  firm  Transtema  are  integrating 
their  systems  and  services,  targeting  the  freight  and  shipping 
industries. 

- In  May  1988,  GEIS  was  selected  by  the  Port  Authority  of 
New  York  & New  Jersey  to  provide  the  EDI* EXPRESS 
System  to  the  Port's  Automated  Cargo  Expediting  System. 
Tlie  system  became  commercially  available  in  May  1989. 

• GEIS  has  EDI-related  alliances  with  various  third  parties  to  sell 
its  services  along  with  their  software  and  equipment.  The 
company  currently  has  agreements  with: 

- ACS  Network  Systems  (Concord,  CA)  for  sales  to  the 
apparel  industry. 

- American  Business  Computer  (Farmington  Hills,  MI)  for  the 
automotive  industry. 

- Can/Am  Tech  (Hamilton,  Ontario)  for  sales  and  support  in 
the  metals  industryo 

- McCormack  & Dodge  (Natick,  MA)  for  software  integration. 

- Microdynamics  (Dallas,  TX)  for  DESIGN* EXPRESS  to  the 
sewn-goods  and  apparel  industry. 

- Management  Science  America  (Atlanta,  GA)  for  general 
joint  marketing. 

- Supply-Tech  (Southfield,  MI)  for  sales  to  the  automotive 
industry. 

• GEIS  also  provides  EDI  implementation  services,  including 
training,  conducting  trading  partner  conferences,  follow-up 
conferences  with  technical  support,  developing  specialized  test 
procedures,  customizing  documentation,  and  providing  overall 
project  management. 
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Business  Communications  Products  and  Services: 

GEIS  offers  a family  of  products  for  office  communications  and 

automation  linking  geographically  dispersed  operations  via  its 

worldwide  teleprocessing  network. 

» The  BusinessTalk™  System  is  an  intelligent  communications 
capability  designed  to  process,  distribute,  and  retrieve 
information  for  members  of  a geographically  dispersed  business 
community  via  the  MARK  III  Foreground  Service  through  an 
Apple  Macintosh  or  IBM  PC-compatible  computer. 
BusinessTalk  combines  the  functions  of  textual  data  bases  with 
a key  word  search,  bulletin  boards,  electronic  mail,  and 
graphics. 

• The  QUIK-COMM™  System  is  a global  electronic  mailbox 
service  that  is  designed  to  integrate  multisite,  multinational 
business  communications  for  public  and  private  mail  systems. 
The  system  accommodates  eight  languages  in  addition  to 
English. 

« Personal  Computer  Mailbox  is  a microcomputer-based 

integrated  application  program  designed  to  provide  a user  with 
the  tools  necessary  to  write,  send,  receive,  and  file  QUIK- 
COMM  messages. 

• PC  Mailbox  Multiuser  allows  for  mail  administration  for 
multiple  QUIK-COMM  users  and  allows  a microcomputer  to 
function  as  an  internal  message  center. 

« Bulletin  Board  provides  electronic  information  sharing  with 
large  public  and  private  audiences  via  one-way  and  two-way 
electronic  communications. 

• Telex  Access  permits  QUIK-COMM  users  to  send  messages  to 
and  receive  messages  from  Telex  addresses  during  a QUIK- 
COMM  session. 

• QUIK-GRAM™  Service  enables  QUIK-COMM  users  to 
deliver  electronically  produced  paper  mail  messages  to  virtually 
anyone  with  a U.S  or  Canadian  postal  address. 

• QUIK-COMM  to  FAX  allows  QUIK-COMM  messages  to  be 
send  directly  from  a PC  to  fax  machines. 

• QUIK-COMM  Service  Connectors  are  interface  capabilities 
that  permit  users  of  IBM  PROFS,  DISOSS,  DEC  AJl-In-1, 
Wang  OFFICE,  Rydex  Messaging  System  (IBM  AS/400  or 
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System/3x),  3 + Mail  LAN  System,  or  Cc:Mail  LAN  Systems  to 
send  messages/ documents  to  QUIK-COMM  users. 

• In  October  1989,  GEIS  announced  the  commercial  availability 
in  the  U.S.  of  X.400  standard  access  to  the  QUIK-COMM 
family  of  products.  In  February  1990,  GEIS  announced  an 
X.400  interconnect  to  Western  Union's  EasyLink  electronic 
messaging  service. 

Value-Added  Network  Services: 

The  MARK* NET  Service  is  a value-added  network  service 
offered  to  clients  in  the  U.S.  and  Canada  through  direct  access, 
based  on  the  GEIS  Network  and  local  support  services  in  both 
countries. 

• A MARK*NET  client  who  has  users  outside  of  North  America 
typically  accesses  the  service  via  Public  Data  Network  (PDN) 
access  in  the  local  country,  interconnected  to  MARK* NET  via 
International  Record  Carrier  (IRC)  gateways.  GEIS  provides 
international  access  to  MARK* NET  in  this  manner  from 
approximately  70  countries. 

• MARK*NET  Service  has  all  the  technical  functionality 
inherent  in  the  GEIS  network,  including  multiple  protocol 
support,  protocol  conversion  services,  error  correcting 
protocols,  full  network  redundancy,  a security  administration 
and  control  system,  and  on-line  monitoring  capabilities. 

• Access  nodes  include  dedicated  leased  line  access,  private  dial 
access,  and  public  dial  access. 

Managed  Network  Services: 

Managed  Network  Services  (MNS),  introduced  in  1987,  is  a 
specialized  teleprocessing  service  that  provides  client 
organizations  with  custom-tailored  network  and  session 
management  of  their  international  information  and 
communications  systems. 

• MNS  is  a single,  integrated  service  that  provides  the  following: 

= GEIS  consultants,  with  expertise  in  applications,  networking, 
and  client  support,  prepare  tailored  proposals  designed  for 
specific  client  requirements 

- Network  and  session  management  using  MNS  Session 
Manager,  a network  management  teleprocessing  application 
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- Support  in  managing  the  global  integration  of  information  by 
coordinating  with  third-party  vendors  such  as  Postal 
Telephone  and  Telegraph  (PTT)  authorities  and  by  offering 
the  client  a single  worldwide  contract. 

- Worldwide  support  24  hours  a day,  seven  days  a week  once 
service  is  in  place. 

• There  are  currently  approximately  25  multinational  clients 
using  MNS. 

On-line  Consumer  Information  Services: 

GEnie™  (GE  Network  for  Information  Exchange)  is  an  electronic 

consumer  information  service  for  microcomputer  end  users, 

• GEnie  permits  access  to  a variety  of  services,  including  news 
and  information,  financial,  travel,  shopping,  computer  games 
and  references,  electronic  mail,  and  real-time  conferences. 

*=  Services  added  to  GEnie  during  1989  include  Charles  Schwab's 
discount  brokerage  and  investment  information  services, 
Newsbytes  News  Service,  and  the  Executive  Desk  Register  of 
Publicly- Held  Corporations. 

• In  October  1989,  GEIS  announced  expanded  GEnie  service 
access  to  166  cities  throughout  Canada  via  Telecom  Canada's 
iNet  2000  gateway  service. 

• Commercialized  in  October  1985,  GEnie  now  has  over  180,000 
individual  subscribers  throughout  the  U.S.  and  Canada  and  in 
20  cities  in  Japan. 

Other  network-related  announcements  include  the  following: 

» In  February  1990,  U.S.  2400  bps  asychronous  dial-up  service 
availability  was  expanded  from  393  cities  as  of  year-end  1989  to 
510  cities.  In  November  1989,  GEIS  also  eliminated  the 
$1.00/hour  2400  bps  access  surcharge  in  its  VAN  service.  GEIS 
will  also  be  expanding  its  international  2400  bps  capability  in 
the  near  future  and  expects  to  begin  9600  bps  asychronous  dial- 
up capability  deployment  in  early  1990. 

• Credit*PRO™,  announced  in  September  1989,  is  a fully 
integrated  credit  management  system  that  automates  and 
manages  all  the  functions  required  for  a retailer  to  offer  credit 
to  customers.  Credit* PRO  is  available  as  a software  package  or 
on  a service  bureau  basis. 
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• In  June  1989,  GEIS  signed  a joint  venture  agreement  with 
STET,  the  telecommunications  and  electronics  holding 
company  of  the  Italian  industrial  conglomerate  IRI. 

- Under  the  agreement,  STET  acquired  a 40%  interest  in 
GEIS-Italy,  GEIS's  wholly^owned  subsidiary  in  Italy.  The 
company  will  be  operated  as  a joint  venture  of  STET  and 
GEIS  to  provide  value-added  network  services  in  Italy. 

Professional  services  provided  by  GEIS  include  systems 
development  and  consulting,  training,  and  documentation  services. 


GEIS’  1989  revenue  was  derived  approximately  as  follows: 


Banking 

40% 

Manufacturing 

32% 

Telecommunications 

10% 

Transportation 

10% 

Retail 

5% 

Other 

3% 

100% 

GEIS  currently  has  a client  base  of  over  10,000  corporations  and 
trade  associations. 


Approximately  50%  of  GEIS's  1989  revenue  was  derived  from  the 
U.S.  and  50%  from  international  sources. 

GEIS  products  and  services  are  offered  through  approximately  50 
UeSc  offices  and  offices  in  34  countries,  with  global  support  and 
access  provided  by  distributors,  affiliates,  or  private  data  networks 
in  60  additional  countries. 

• U.S.  regional  offices  are  located  in  New  York  City,  Atlanta, 
Chicago,  and  San  Francisco. 

• International  offices  are  located  in  Australia,  Austria,  Belgium, 
Canada,  France,  Germany,  Hong  Kong,  Ireland,  Italy,  The 
Netherlands,  Norway,  Singapore,  Spain,  Sweden,  Switzerland, 
and  the  U.K. 

Software  Development  Centers  are  located  in  Rockville  (MD), 
Nashville  (TN),  and  Dublin  (Ireland). 

GEIS’s  network  provides  clients  with  local  dial-up  services  in  750 
cities  in  more  than  30  countries  worldwide  and  is  available  24 
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hours  a day,  seven  days  a week,  365  days  a year.  Coverage  is 
extended  to  more  than  90  countries  by  interconnections  with 
public  data  networks  and  international  record  carriers. 


The  GEIS  network  uses  over  6,000  processing  and 
communications  computers,  including  over  500  minicomputers. 
Over  400  of  these  are  Honeywell  PMSDs,  used  to  handle 
communications.  Large-scale  IBM  and  Honeywell  processors  are 
concentrated  in  supercenters  in  Rockville,  Cleveland,  and 
Amstelveen.  These  consist  of: 

• Fourteen  Honeywell  DPS  90/ACOS  1000s  and  seven 
Honeywell  DPS-8/70s  operating  under  GEIS  proprietary 
software  for  interactive  processing,  and  15  Honeywell  DPS- 
8/70s  running  under  GCOS  for  background  remote  batch 
processing. 

• One  IBM  3081,  one  IBM  3090,  and  one  IBM  4341  for 
interactive  and  remote  batch  processing  on  the  MARK  3000 
Service. 

GEIS's  teleprocessing  network  handles  over  400,000  user  sessions 
per  day,  transmitting  over  300  million  characters  of  data  in  and  out 
of  the  system  per  hour. 

The  network  consists  of  VSAT  satellite  links,  microwave  links, 
undersea  cables,  and  350,000  miles  of  circuits. 
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20  Davis  Drive 
Belmont,  CA  94002 
(415)  598-8000 


Lawrence  J.  Ellison,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  4,148 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $583,673,000 


The  Company  Oracle  Systems  Corporation  develops,  markets,  and  supports 

software  products  used  for  data  base  management,  applications 
development,  decision  support,  and  computer  network 
communications.  The  company's  principal  product,  the 
ORACLE^  relational  DBMS,  is  a SQL-based,  relational  data  base 
management  system  that  runs  on  a broad  range  of  computers. 
During  1988  and  1989,  Oracle  expanded  its  offerings  to  include 
financial,  manufacturing,  and  office  automation  applications 
software  products  and  systems  integration  services. 

• Oracle  was  founded  in  June  1977  as  Relational  Software,  Inc. 

In  January  1983,  the  company  name  was  changed  to  Oracle 
Corporation  to  better  identify  with  its  well-known  ORACLE 
relational  data  base  management  software  product.  In  June 
1985,  Oracle  Systems  Corporation  was  formed  as  the  parent 
company  of  Oracle. 

• In  March  1986,  Oracle  made  an  initial  public  offering  of  2.1 
million  shares  of  common  stock,  of  which  one  million  shares 
were  offered  by  the  company  and  the  remaining  1.1  million 
shares  by  shareholders.  Net  proceeds  were  approximately  $14 
million. 

During  1989,  Oracle  established  several  new  strategic  business 
units  as  part  of  its  strategy  to  meet  customers'  ever-changing 
requirements  and  to  expand  its  product/service  base. 

• In  October  1989,  Oracle  established  its  U.S.  Manufacturing 
Group  and  announced  a three-pronged  strategy  for  entering  the 
computer-integrated  manufacturing  (CIM)  marketplace. 

- Strategy  components  include  the  following:  ORACLE, 
which  will  serve  as  a foundation  for  all  applications 
development  and  integration;  the  Oracle  Manufacturing  and 
Oracle  Financials  product  families;  and  working  with  CIM 
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Partners  who  have  developed  Oracle-based  engineering  or 
shop  floor  applications. 

• Oracle  Data  Publishing,  formed  in  November  1989,  is  a 
subsidiary  whose  charter  is  to  provide  customers  access  to  a 
variety  of  computer-based  information  services.  It  will  acquire 
and  sell,  in  electronic  format,  a range  of  data  and  information 
which  many  Oracle  customers  already  use  in  print  form. 

• The  Graphics  Products  Division,  formed  in  September  1989,  is 
chartered  to  produce  and  market  a range  of  graphics-oriented 
products  for  end  users  and  applications  developers,  and  to 
provide  graphics  technologies  to  other  Oracle  units  for  future 
products. 

« The  Network  Products  Division,  formed  in  September  1989, 
was  established  to  enhance  Oracle's  SQL* Net  connectivity  tool; 
to  extend  Oracle's  leadership  in  distributed  data  base 
technology;  to  develop  new  software  tools  that  simplify 
customer  development  of  applications  for  networks;  and  to 
develop  products  and  services  that  will  enable  customers  to 
operate,  administer,  and  maintain  their  distributed, 
heterogeneous  information  systems. 

' Oracle  Secure  Systems  was  formed  in  April  1989  to  lead  the 
development  and  marketing  of  high  security  relational  data 
base  management  systems  applications  to  commercial  and 
government  organizations  worldwide.  Oracle  has  been  working 
with  the  National  Computer  Security  Center  since  July  1988  to 
develop  data  base  security  capabilities  which  will  be 
incorporated  into  ORACLE. 

• In  June  1988,  Oracle  entered  the  systems  integration  business 
through  the  formation  of  its  subsidiary,  Oracle  Complex 
Systems  Corporation  (OCSC).  The  business  was  expanded 
later  in  1988  with  the  acquisition  of  Falcon  Systems,  Inc. 

- Falcon  Systems  (Bethesda,  MD)  was  purchased  by  OCSC  in 
November  1988  for  $13.7  million  in  cash  and  $4.6  million  in 
notes. 

- Falcon  Systems,  a provider  of  systems  integration  services  to 
federal  government  clients,  had  approximately  200 
employees  at  the  time  of  the  acquisition  and  estimated  1988 
revenue  of  $40  million. 

Oracle's  fiscal  1989  revenue  reached  $583.7  million,  a 107% 

increase  over  fiscal  1988  revenue  of  $282.1  million.  Net  income 
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increased  91%,  from  $42.9  million  in  fiscal  1988  to  $81.8  million  in 
fiscal  1989.  A five-year  financial  summary  follows: 


ORACLE  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

Revenue 

• Percent  Increase 

$583,673 

$282,113 

$131,271 

$55,383 

$23,159 

from  previous  year 

107% 

115% 

137% 

139% 

82% 

Income  before  taxes 
• Percent  increase 

$120,245 

$64,979 

$27,898 

$10,475 

$2,585 

from  previous  year 

85% 

133% 

166% 

305% 

13% 

Net  income 
* Percent  increase 

$81,766 

$42,886 

$15,623 

$5,896 

$1,551 

from  previous  year 

91% 

1 75% 

165% 

280% 

12% 

Earnings  per  share  (a) 

• Percent  increase 

$0.61 

$0.32 

$0.12 

$0.05 

$0.02 

from  previous  year 

91% 

1 67% 

140% 

150% 

— 

(a)  Restated  to  reflect  a 2-for- 1 stock  split  effected  in  June  1989. 


Oracle  management  attributes  revenue  increases  in  fiscal  1989  and 
1988  primarily  to  increases  in  the  number  of  customers  and 
installations  of  the  company's  products.  The  company's  product 
and  customer  base  has  broadened  significantly  during  the  past 
three  fiscal  years  as  the  company  increased  the  number  of 
computers  and  operating  systems  on  which  ORACLE  operates 
and  introduced  new  products  and  services  supporting  ORACLE. 

* Licenses  for  use  on  DEC  minicomputers,  although  increasing  in 
number,  have  declined  from  approximately  50%  of  new  license 
revenue  in  fiscal  1987,  to  43%  in  fiscal  1988  and  35%  in  fiscal 
1989.  Over  the  same  period,  revenue  from  new  licenses  for  use 
on  IBM  and  compatible  mainframes  and  microcomputers  have 
increased  from  a small  percentage  of  revenue  for  fiscal  1987  to 
24%  for  fiscal  1988,  then  decreased  to  12%  in  fiscal  1989. 

• Services  revenue  increased  116%  during  fiscal  1989  primarily 
due  to  growth  in  the  company's  range  of  consulting  and  systems 
integration  services. 

Research  and  development  expenditures  (prior  to  the  effect  of 
capitalized  amounts)  were  approximately  $63.1  million  (11%  of 
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revenue)  in  fiscal  1989,  $30.2  million  (11%  of  revenue)  in  fiscal 
1988,  and  $15.1  million  (12%  of  revenue)  in  fiscal  1987. 

Revenue  for  the  six  months  ending  November  30,  1989  reached 
$400  million,  an  87%  increase  over  $214.4  million  for  the  same 
period  in  1988.  Net  income  for  the  period  increased  from  $24.3 
million  to  $40.2  million. 

As  of  May  31,  1989,  Oracle  had  4,148  full-time  employees  (of 
which  2,151  were  located  in  the  U.S.  and  1,997  were  employed  in 
24  other  countries),  segmented  as  follows: 


Marketing 

336 

Sales  and  services 

2,797 

Research  and  development 

519 

General  and  administrative 

496 

4,148 

• Oracle  currently  has  approximately  6,200  employees. 

Competitors  of  Oracle's  data  base  management  software  include 

the  following: 

• IBM  mainframe  market:  IBM  (DB2  and  SQL/DS),  Computer 
Associates  (IDMS/R,  DATACOM),  Cincom  (Supra), 
Information  Builders  (FOCUS),  and  Software  AG  (AD ABAS) 

• Minicomputer  market:  INGRES  Corporation  (INGRES), 
Cognos  (Powerhouse),  Data  General  (DG/SQL),  DEC  (RDB), 
Sybase  (SYBASE),  and  Wang  (Pace) 

• IBM-compatible  microcomputer  market:  Ashton-Tate 
(dBASE)  and  Information  Builders  (PC  FOCUS) 

• UNIX-based  microcomputer  market:  Unify  Corporation 
(UNIFY),  Informix  (INFORMIX),  and  INGRES  Corporation 
(INGRES) 

In  the  application  software  market,  competitors  include 

Mccormack  & Dodge  (Dun  & Bradstreet  Software  Services),  ASK 

Computer  Systems,  Ross  Systems,  and  Walker  Interactive  Systems. 


A three-year  summary  of  source  of  revenue,  as  provided  by 
Oracle,  follows: 
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ORACLE  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

5/89 

5/88 

5/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$417.8 

72% 

$205.4 

73% 

$101.3 

77% 

Services  (a) 

165.8 

28% 

76.7 

27% 

30.0 

23% 

TOTAL 

$583.6 

100% 

$282.1 

100% 

$131.3 

100% 

(a)  Includes  maintenance,  training,  and  consulting. 


Oracle’s  principal  product  is  the  ORACLE  relational  data  base 
management  system.  ORACLE  allows  users  to  define,  retrieve, 
manipulate,  and  control  data  stored  in  a computer  using  the  SQL 
nonprocedural  language. 

• ORACLE  was  designed  and  written  to  make  it  adaptable  or 
portable  to  most  computer  hardware  and  operating  systems. 

This  portability  allows  customers  to  use  the  same  data  base 
management  software  and  user  interface  on  all  their  machines. 
ORACLE  has  been  ported  to  a variety  of  microcomputers, 
minicomputers,  and  mainframes. 

» The  company  released  the  latest  version  of  ORACLE, 

ORACLE  Version  6.0  with  Transaction  Processing  Subsystem 
(TPS),  during  fiscal  1989. 

• SQL*Net^  is  a connectibility  tool  that  makes  it  possible  for  an 
ORACLE  application  running  on  one  machine  to  access  its 
local  data  base  and  simultaneously  access  remote  data  bases  on 
other  machines  running  ORACLE  (as  well  as  other  non- 
ORACLE  data  bases),  anywhere  within  a communications 
network. 

• SQL*Star^  the  company's  distributed  data  base  architecture, 
allows  customers  to  write  applications  that  operate  on  data 
distributed  across  multiple  ORACLE  data  bases.  SQL*  Star 
also  allows  users  to  query  for  information  contained  on  multiple 
computers  with  separate  ORACLE  data  bases  without 
specifying  the  location  of  any  of  that  information.  SQL*  Star 
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contains  a product  component  called  SQL* Connect,  which  is 
designed  to  be  a gateway  to  non-ORACLE  data  bases  and 
initially  supports  IBM's  DB2,  SQL/DS,  and  RMS. 

“ The  price  for  a microcomputer  version  of  ORACLE  ranges 
from  $199  to  over  $46,000.  A minicomputer  or  mainframe 
version  ranges  in  price  from  $4,600  to  approximately  $294,000. 
Some  site  discounts  for  multiple  licenses  are  available. 
Maintenance  services  are  available  at  a cost  of  15%  to  22%  of 
the  current  license  list  price  per  year.  Maintenance  services 
include  technical  support,  system  updates,  and  user 
documentation. 

The  company  currently  offers  the  following  applications 

development  productivity  tools  as  separate  products  to  be  used  as 

add-ons  to  ORACLE: 

• SQL*Forms^  allows  applications  developers  to  design, 
prototype,  and  customize  forms-based  applications  without 
programming. 

» SQL*  Report  Writer™  allows  applications  developers  to  create 
highly  formatted  reports  without  programming. 

• SQL*Menu^  allows  applications  designers  to  build  a dynamic 
menu  interface  to  both  ORACLE  and  non-ORACLE  products 
and  applications. 

• SQL’Plus*^  allows  users  to  execute  SQL  queries  interactively 
and  from  a command  file,  as  well  as  perform  data 
administration  and  data  transfer  functions. 

• SQL*Graph^  allows  users  to  generate  high  resolution  pie,  line, 
or  bar  graphs  from  data  stored  in  an  ORACLE  data  base. 

• SQL*Report^  lets  applications  developers  build  complex 
reports  programmatically. 

' CASE*Method™  is  a methodology  that  provides  a structure  for 
systems  designers  to  develop  and  implement  systems. 

• CASE* Dictionary™  supports  the  CASE* Method,  providing 
utilities  to  help  systems  designers  develop,  implement,  and 
document  application  systems. 

• CASE* Designer™  provides  a bit-mapped  graphical  interface  to 
CASE  * Dictionary. 
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• CASE* Generator™  allows  applications  developers  to  generate 
working  SQL*Forms  applications  using  information  in 
CASE  * Dictionary. 

• SQL* Forms,  SQL* Plus,  and  SQL* Report  are  available  on  all 
of  the  computers  and  operating  systems  on  which  ORACLE 
Version  6.0  is  available.  SQL*ReportWriter,  SQL* Menu,  the 
CASE*  products,  and  SQL*Graph  are  or  are  intended  to 
become  available  on  most  of  the  significant  computers  and 
operating  systems  on  which  ORACLE  is  available. 

Oracle  currently  offers  the  following  decision  support  products  for 

use  with  ORACLE: 

' SQL*QMX™  is  an  ad  hoc  query  and  fill-in- the-blank  reporting 
tool  for  end  users. 

• SQL*Calc^  provides  a spreadsheet  interface  to  ORACLE  and 
allows  users  to  access  and  modify  the  data  base  from  within  a 
SQL*  Calc  spreadsheet. 

• Easy*SQL*^  gives  casual  and  novice  users  a simple  interface  to 
build  and  use  ORACLE  data  bases  without  having  to  learn 
SQL  command  syntax. 

' The  ORACLE  data  base  add-in  for  Lotus  1-2-3  allows  Lotus  1- 
2-3  users  to  access  and  manipulate  ORACLE  data  from  within 
their  1-2-3  spreadsheet.  This  product  is  available  on  MS-DOS. 

• Except  for  ORACLE  for  1-2-3,  the  above  decision  support 
products  are  currently  available  on  DEC  VAX  minicomputers 
using  the  VMS  operating  system  and  on  the  IBM  PC/XT, 
PC/AT,  PS/2,  and  compatible  microcomputers.  The  company 
intends  to  port  all  four  products  to  other  computer  models  and 
plans  to  introduce  additional  decision  support  products  in  the 
future. 

Oracle  also  offers  the  Pro*  series  of  six  tools  that  allows  a 

programmer  to  access  an  ORACLE  data  base  using  SQL  from 

programs  written  in  traditional  programming  languages. 

• These  tools  - called  Pro*COBOL^,  Pro*C™, 

Pro*FORTRAN^  Pro*Ada^  Pro*PL/l^  and  Pro*Pascal^  - 
provide  programmatic  interfaces  to  the  indicated  languages. 

• The  Pro*  series  of  tools  is  available  on  most  of  the  computers 
and  operating  systems  on  which  ORACLE  is  available. 
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Oracle's  office  automation  applications  software  products 
available  for  use  with  ORACLE  include  SQL* Calc,  the  ORACLE 
data  base  add-in  for  Lotus  1-2-3,  and  Oracle* Mail™,  a portable, 
distributed  electronic  mail  system  introduced  in  October  1989. 

Oracle  offers  several  families  of  application  software  products 
which  support  ORACLE  and  Oracle's  development  and  decision 
support  tools.  The  products  are  being  ported  to  the  same 
hardware  platforms  on  which  ORACLE  is  available. 

• Oracle  Financials™,  introduced  in  1988,  is  a family  of 
accounting  application  software  products  designed  for 
centralized  and  decentralized  accounting  departments  in 
companies  of  any  size. 

- Oracle  Financials  products  currently  include  Oracle  General 
Ledger™,  Oracle  Payables™,  Oracle  Assets™,  Oracle 
Payables™,  Oracle  Receivables™,  Oracle  Revenue 
Accounting™,  and  Oracle  Personnel 

• Oracle  Government  Financials,  introduced  in  September  1989, 
a family  of  integrated  accounting  software  packages  for  federal, 
state,  and  local  governments. 

- The  product  family  includes  Oracle  Government  General 
L-edger,  Oracle  Government  Purchasing,  Oracle 
Government  Payables,  Oracle  Government  Revenue 
Accounting,  and  Oracle  Government  Receivables. 

• Oracle  Core  Manufacturing,  introduced  in  October  1989,  is  a 
full-function  manufacturing  product  family  tightly  integrated 
with  Oracle  Financials. 

- Products  include  Oracle  Inventory,  Oracle  Bill  of  Materials, 
Oracle  Work  in  Process,  Oracle  Master  Scheduling,  Oracle 
MRP,  and  Oracle  Order  Entry. 

- The  products  are  currently  available  for  DEC  VAX/ VMS, 
Data  General,  Hewlett-Packard,  Sequent,  and  Pyramid 
computers,  and  will  be  ported  to  Sun  and  other  mainframe, 
minicomputer,  workstation,  and  microcomputer  systems  on 
which  ORACLE  is  available. 

Oracle  also  provides  the  following  services: 

• Oracle  Complex  Systems  Corporation  (OCSC)  is  an  Oracle 
subsidiary  formed  during  fiscal  1989  that  provides  systems 
integration  services  to  both  commercial  and  government  clients. 
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As  a systems  integrator,  OCSC  assumes  full  responsibility  for 
the  integration  of  hardware,  software,  networks,  facilities,  and 
services. 

- OCSC  specializes  in  providing  Oracle-based  information 
management  solutions,  combines  with  value-added 
knowledge  and  experience  in  distributed  data  bases  and 
heterogeneous  environments;  building/delivering  fully 
integrated  image  and  compound  data  management  systems; 
and  providing  high  performance  systems  using  parallel 
processing  and  other  emerging  technologies. 

' Current  activities  cover  a range  of  complex  projects 

including:  systems  engineering,  project  management,  prime 
contracting,  and  systems  integration. 

- OCSC  is  a leading  provider  of  systems  integration  services  in 
the  area  of  image  processing  technology.  OCSC  has 
participated  in  one  of  the  world's  largest  imaging  projects 
and  includes  customers  in  the  federal,  state,  and  commercial 
markets. 

* Consulting  services  include  strategic  systems  planning,  systems 
management,  systems  architecture  development,  customized 
applications  development,  and  in-house  technology  integration 
support.  Consulting  projects  range  from  ad  hoc  consultations 
billed  by  the  hour  to  fixed-price  custom  development  projects  in 
excess  of  $1  million. 

• Oracle  operates  education  centers  at  most  of  its  major  offices 
and  also  offers  on-site  training  in  support  of  customers'  use  of 
the  company's  software  products.  Training  and  education 
course  range  from  hourly  fixed-price  classes  to  custom 
seminars. 


Oracle's  products  are  targeted  at  Fortune  2000  companies  and 
other  similarly-sized  organizations  in  the  finance, 
telecommunications,  and  government  sectors. 

• Total  revenue  from  commercial  end  user  software  licenses  was 
approximately  41%,  49%,  and  45%  of  revenue  for  fiscal  1989, 
1988,  and  1987,  respectively. 

• Revenue  from  U.S.  and  non-U.S.  government  users  represented 
approximately  6%,  6%,  and  8%  of  revenue  in  fiscal  1989,  1988, 
and  1987,  respectively. 
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• Revenues  from  OEMs  and  VARs  represented  9%,  10%,  and 
8%  of  total  revenue  for  fiscal  1989,  1988,  and  1987,  respectively. 

Oracle  also  distributes  its  products  through  OEMs  and  VARs  that 
combine  ORACLE  with  their  hardware  or  software  products  and 
redistribute  the  combined  product. 

• Computer  manufacturers  who  have  the  right  to  relicense 
ORACLE  under  agreements  with  the  company  include  Altos 
Computer  Systems,  American  Telephone  & Telegraph 
Company,  Arix  Systems  Corporation,  Bull  HN  Information 
Systems,  Control  Data  Corporation,  Convex  Computer,  Danish 
Data  Electronics,  Data  General,  Datapoint  Corporation,  Edge 
Computer,  ELXSI  Systems,  Encore  Computer  Corporation, 
FileNet  Corp.,  Harris  Corporation,  IBM  (for  the  System/88  and 
RT  PC  machines),  Intergraph,  MIPS  Computer  Systems, 
Motorola,  NEC,  NCR  Corporation,  NTT,  Olivetti,  Prime 
Computer,  Pyramid  Technology  Corporation,  Sequent 
Computer  Systems,  Stratus  Computer,  Texas  Instruments, 
Toshiba  Corporation,  and  Unisys  Corporation. 


Oracle  derived  approximately  52%  of  fiscal  1989  revenue  from  the 
U.S.,  34%  from  Europe  (33%  from  Oracle  subsidiaries  and  1% 
from  distributors),  and  the  remaining  14%  from  other 
international  sources  (virtually  all  from  Oracle  subsidiaries).  A 
three-year  summary  of  source  of  revenue  follows: 
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ORACLE  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

5/89 

5/88 

5/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

Oracle  domestic 
operations 

$301.7 

52% 

$148.1 

53% 

$69.8 

53% 

International 

Oracle  operations 
• Europe 

192.9 

33% 

98.7 

35% 

47.9 

36% 

• Other  international 

80.3 

14% 

28.1 

10% 

9.5 

8% 

Foreign  distributors 
• Europe 

5.3 

1% 

3.4 

1% 

1.2 

1% 

• Other 

3.5 

— 

3.7 

1% 

2.9 

2% 

TOTAL 

$583.7 

100% 

$282.1 

100% 

$131.3 

100% 

Oracle  markets  its  products  through  a direct  sales  force  in  the  U.S. 
and  through  wholly  owned  subsidiaries  and  independent 
distributors  in  foreign  countries. 

• Oracle  maintains  offices  in  the  following  U.S.  cities  or 
metropolitan  areas:  Los  Angeles,  Newport  Beach,  Sacramento, 
San  Diego,  and  San  Francisco  (CA);  Denver  (CO);  Phoenix 
(AZ);  Atlanta  (GA),  Chicago  (IL);  Bethesda  (MD);  Boston  and 
Lexington  (MA);  Detroit  and  Grand  Rapids  (MI);  Minneapolis 
(MN);  Kansas  City  and  St.  Louis  (MO);  Iselin  (NJ);  New  York 
Rochester  (NY);  Charlotte  (NC).  Cincinnati,  Cleveland,  and 
Columbus  (OH);  Philadelphia  and  Pittsburgh  (PA);  Dallas  and 
Houston  (TX);  Salt  Lake  City  (UT);  Burlington  (VT);  and 
Seattle  (WA). 

• International  wholly  owned  subsidiaries  market  and  support 
Oracle  products  in  Austria,  Australia,  Belgium/Luxembourg, 
Brazil,  Canada,  Denmark,  Finland,  France,  Greece,  Hong 
Kong/Macau,  Ireland,  Japan,  Malaysia,  Mexico,  the  Middle 
East,  the  Netherlands,  New  Zealand,  Norway,  the  People's 
Republic  of  China,  Portugal,  Singapore,  Spain,  Sweden, 
Switzerland,  Turkey,  the  U.K.,  West  Africa,  and  West 
Germany. 
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• International  distributors  are  located  in  Anguilla,  Antiqua, 
Argentina,  Barbados,  Barbuda,  Brazil,  Canada,  Chile, 
Columbia,  Dominica,  Equador,  Granada,  Guyana,  Guatemala, 
India,  Indonesia,  Italy,  Ivory  Coast,  Jamaica,  Japan,  Monserrat, 
Nevis,  Nigeria,  Norway,  Pakistan,  the  Philippines,  Portugal, 
South  Korea,  St.  Kitts,  St.  Lucia,  St.  Vincent,  Surinam,  Taiwan, 
Thailand,  Trinidad,  Uruguay,  Venezuela,  Yugoslavia,  and 
Zimbabwe. 


Oracle  has  various  computers  installed  at  its  headquarters  in 
Belmont. 
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PAYCHEX,  INC. 

911  Panorama  Trail  South 
Rochester,  NY  14625-0397 
(716)  385-6666 


B.  Thomas  Golisano,  Chairman,  President, 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  1,800 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $101,153,834 


The  Company  Paychex,  founded  in  1979,  provides  batch  payroll  processing 

services  to  over  105,000  small  businesses  nationwide.  The 
company  also  offers  employee  fringe  benefit  products,  personnel 
management  services,  and  automatic  tax  payment  services  to  its 
processing  clients  in  certain  geographic  markets. 

Paychex'  fiscal  1989  revenue  reached  $101.2  million,  a 27% 
increase  over  fiscal  1988  revenue  of  $79.4  million.  Net  income 
rose  36%,  from  $6.9  million  in  fiscal  1988  to  over  $9.4  million  in 
fiscal  1989.  A five-year  financial  summary  follows: 

PAYCHEX,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

Revenue 

• Percent  increase 

$101,154 

$79,433 

$63,891 

$50,704 

$40,930 

from  previous  year 

27% 

24% 

26% 

24% 

29% 

Income  before  taxes 
• Percent  increase 

$14,974 

$11,230 

$10,247 

$7,774 

$4,770 

from  previous  year 

33% 

10% 

32% 

63% 

9% 

Net  income 
• Percent  increase 

$9,446 

$6,935 

$5,124 

$4,170 

$2,982 

from  previous  year 

36% 

35% 

23% 

40% 

47% 

Earnings  per  share  (a) 

• Percent  increase 

$0.73 

$0.54 

$0.40 

$0.33 

$0.23 

from  previous  year 

35% 

35% 

21% 

43% 

44% 

(a)  Restated  to  reflect  a 3-for-2  stock  split  effected  in  the  form  of  a 50%  stock  dividend  on 
November  13,  1987. 
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Paychex  management  attributes  the  company's  consistent  growth 
to  the  continued  expansion  of  its  customer  base,  which  increased 
21%  during  fiscal  1989. 

• To  a lesser  extent,  revenue  also  increased  during  fiscal  1989  as 
a result  of  a 53-week  billing  period  in  1989  versus  52  weeks  in 
1988  and  1987. 

• Selective  price  increases  in  May  1988  and  September  1987  also 
contributed  to  revenue  increases. 

• A five-year  summary  of  the  company's  number  of  clients, 
processing  centers,  and  employees  follows: 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

5/87 

5/86 

5/85 

Number  of  clients 

105,600 

87,300 

70,200 

56,900 

46,300 

Processing  centers 

68 

64 

60 

54 

48 

Paychex  employees 

1,800 

1,500 

1,300 

1,030 

950 

Approximately  80%  of  the  businesses  that  were  Paychex  clients  in 
fiscal  1988  continued  to  be  clients  in  fiscal  1989. 

Paychex  currently  has  1,835  employees,  including  1,616  full-time 
and  219  part-time,  segmented  as  follows: 


Sales  representatives 

329 

Payroll  specialists 

620 

Officers/managers 

180 

Other 

706 

1,835 

Paychex's  major  competitor  is  Automatic  Data  Processing,  Inc. 
Paychex  also  competes  with  banks  and  smaller  independent 
companies. 


Key  Products  and  Virtually  100%  of  Paychex's  fiscal  1989  was  derived  from  batch 
Services  payroll  and  associated  processing  services.  Revenues  from  the 

company's  fringe  benefit,  personnel,  and  tax  payment  services 
were  minimal  during  fiscal  1989. 
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Paychex  markets  its  services  primarily  to  small  businesses 

employing  fewer  than  100  persons. 

• Once  a business  becomes  a Paychex  client,  Paychex  personnel 
convert  the  client's  payroll  records  to  a Paychex  computer. 
Thereafter  the  client,  with  one  telephone  call  to  a Paychex 
branch  office  each  payroll  period,  reports  the  payroll  hours  per 
employee  and  any  personnel  or  compensation  changes. 

® Every  pay  period  Paychex  prepares  payroll  checks  with 
employee  earnings  statements,  payroll  journals,  departmental 
earnings  and  deduction  summaries,  client  timesheets,  and 
payroll  deduction  registers  (as  required). 

« Every  deposit  period  Paychex  provides  written  notification  of 
all  required  federal,  state,  and  local  payroll  tax  deposits, 
including  the  tax  deposit  amount  and  due  date. 

« Four  times  a year  Paychex  prepares  for  each  client  the 
following:  Form  941  (Employer's  Quarterly  Federal  Tax 
Return);  state  unemployment  insurance  returns;  tax  deposits 
for  federal  unemployment  insurance  (Coupon  8190);  any 
required  local  tax  returns  and  deposits;  employee  earnings 
histories;  quarterly  report  of  wages;  and  year-to-date  report  of 
wages. 

• At  year  end,  Paychex  prepares  the  following  forms-balanced, 
reconciled,  and  ready  to  file:  employer  and  employee  W-2 
forms;  W-3  recap  of  federal  taxes  withheld;  recap  of  state  and 
local  taxes  withheld;  940  Federal  Unemployment  Insurance 
Return;  and  supporting  information  for  the  year's  payroll. 

• Delivery  is  provided  by  mail,  courier,  or  customer  pick-up. 

® The  fees  for  Paychex's  payroll  services  are  calculated  by  pay 
period,  with  the  total  fee  directly  proportional  to  the  number  of 
employees.  Fees  generally  range  from  $0.80  to  $2.50  per 
employee  per  pay  period. 

Paychex  also  offers  the  following  products  and  services  to  its 

payroll  processing  clients: 

• Fringe  Benefit  Services,  introduced  during  fiscal  1986,  include  a 
core  group  of  products  for  health  insurance,  workers' 
compensation,  group  life,  and  group  dental  insurance.  The 
products  are  issued  by  several  insurance  companies  through 
Paychex,  as  agent  or  broker,  on  a nonexclusive  basis.  These 
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products  are  currently  available  through  13  Paychex  branch 
offices. 

• Personnel  Services,  introduced  during  fiscal  1989,  are  designed 
to  help  small  employers  deal  with  legal  and  personnel  issues 
that  revolve  around  their  employees,  including  the  preparation 
of  employee  handbooks,  compliance  information  regarding  the 
workplace,  and  equal  employment  rules  and  regulations.  These 
services  were  initially  offered  in  upstate  New  York  and  have 
been  expanded  to  all  Paychex  offices  in  New  York  State  and 
California. 

• The  Tax  Payment  Service,  introduced  during  fiscal  1989,  is  an 
option  available  to  processing  clients.  When  preparing  payroll 
for  a client,  Paychex  will  extract  from  the  client's  bank  account 
the  accrued  tax  liability  for  that  period,  including  all  state  and 
federal,  unemployment,  disability,  and  local  taxes.  Paychex 
maintains  those  dollars  in  a fiduciary  account,  and,  upon  the 
specific  due  dates,  make  the  payments  for  the  client  to  the 
appropriate  tax  jurisdiction. 

- For  this  service,  Paychex  receives  additional  processing 
revenue  and  interest  income  from  the  fiduciary  account.  The 
Tax  Payment  Service  option  can  add  in  excess  of  30%  more 
revenue  for  Paychex  per  client  per  year. 

» The  service  is  currently  available  in  four  cities.  Expansion  to 
other  branches  is  planned  during  fiscal  1990. 

• Paychex  also  provides  its  customers  with  a series  of  specialized 
publications  relating  to  payroll  and  payroll  tax  information. 
These  publications  are  provided  free  of  charge. 


Virtually  all  of  Paychex's  revenue  is  derived  from  businesses  with 
fewer  than  100  employees. 

Clients  include  restaurants,  retailers,  franchisees,  attorneys, 
accountants,  doctors,  dentists,  and  various  other  small  businesses. 


One  hundred  percent  of  Paychex's  fiscal  1989  revenue  was  derived 
from  the  U.S. 

Paychex  has  68  payroll  processing  centers  and  14  sales  offices  in  33 
states  and  the  District  of  Columbia. 
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• During  fiscal  1989,  Paychex  opened  processing  centers  in 
Toledo  (OH),  Calumet  City  (IL),  Oldahoma  City  (OK),  and  El 
Monte  (CA). 

• The  company  plans  to  open  a minimum  of  five  new  processing 
centers  during  fiscal  1990. 


Paychex's  processing  centers  generally  have  Prime  4050,  2755,  or 
2655  computers  installed. 
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COMPANY  PROFILE 


POLICY  MANAGEMENT 
SYSTEMS  CORPORATION 

P.O.  Box  Ten 
Columbia,  SC  29202 
(803)  735-4000 


G.  Larry  Wilson,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  4,023 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $265,615,000 


The  Company  Policy  Management  Systems  Corporation  (PMSC)  provides 

processing  and  electronic  (general)  information  services, 
application  software  products,  and  associated  support  services  to 
the  insurance  industry. 

« PMSC  was  formed  in  1974  as  the  PMS  Division  of  Seibels, 
Bruce  & Company.  Data  processing  and  related  services  were 
provided  to  Seibels  on  the  basis  of  actual  cost,  which  did  not 
include  a profit  factor. 

» In  September  1981,  Seibels  transferred  the  assets  and  business 
operations  of  the  PMS  Division  to  PMSC  in  exchange  for  shares 
of  common  stock  and  an  agreement  was  formed  under  which 
PMSC  would  continue  to  provide  services  to  Seibels  at  rates 
comparable  to  those  charged  to  unaffiliated  customers  for 
similar  services. 

« Portions  of  proceeds  from  public  stock  offerings  made  by 
PMSC  in  1981,  1983,  1984,  and  1985  have  been  used  to 
repurchase  and  retire  PMSC  common  stock  held  by  Seibels. 
Currently,  Seibels'  holdings  represent  less  than  1%  of  the 
outstanding  common  stock  of  the  company. 

Prior  to  1989,  PMSC  and  IBM  had  worked  together  under  various 
agreements.  In  1989,  this  relationship  was  strengthened  through 
the  acquisition  by  IBM  of  a 19.8%  minority  equity  interest  in 
PMSC  for  $116.8  million. 

* As  part  of  this  transaction,  IBM  and  PMSC  agreed  to  work 
closely  together  to  develop  and  market  automated  solutions  for 
the  insurance  industry,  collaborating  on  sales  and  marketing 
programs  and  systems  development. 

PMSCs  total  1989  revenue  reached  $265.6  million,  a 22%  increase 
over  1988  revenue  of  $216.9  million.  Net  income  rose  31%,  from 
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$20.5  million  in  1988  to  $26.8  million  in  1989.  A five-year 
financial  summary  follows: 


POLICY  MANAGEMENT  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$265.6 

$216.9 

$180.0 

$150.6 

$102.8 

27% 

from  previous  year 

22% 

21% 

20% 

46% 

21% 

Income  before  taxes 
• Percent  increase 

$40.6 

$31.1 

$27.1 

$19.2 

$20.4 

19% 

(decrease)  from 
previous  year 

31% 

15% 

41% 

(6%) 

5% 

• Operating  margin 

14% 

15% 

15% 

13% 

18% 

Net  income 
• Percent  increase 

$26.8 

$20.5 

$17.1 

$13.8 

$14.4 

17% 

(decrease)  from 
previous  year 

31% 

20% 

24% 

(4%) 

5% 

• Net  margin 

10% 

9% 

10% 

9% 

14% 

Earnings  per  share 
• Percent  increase 

$1.60 

$1.30 

$1.05 

$0.85 

$0.89 

16% 

(decrease)  from 
previous  year 

23% 

24% 

24% 

(5%) 

5% 

PMSC  management  attributes  the  growth  in  revenue  from  1987  to 
1989  to  an  increase  in  the  number  of  system  licenses,  a greater 
volume  of  services  performed  for  customers,  the  addition  of 
revenues  from  recent  business  acquisitions  and,  to  a lesser  degree, 
price  increases. 

Research  and  development  expenditures  were  $45.5  million  (17% 
of  revenue)  in  1989,  $36.3  million  (17%  of  revenue)  in  1988,  and 
$30.7  million  (17%  of  revenue)  in  1987. 

• During  1987,  PMSC  began  a six-year,  $ 100-million  plus, 
development  project  involving  a new  generation  of  systems 
called  Series  III  designed  around  IBM's  Systems  Application 
Architecture  (SAA). 
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In  November  1989,  PMSC  acquired  Advanced  System 

Applications,  Inc.  (ASA)  of  Bloomingdale  (IL)  for  approximately 

$16  million  in  cash  and  an  interest-bearing  promissory  note. 

• ASA  provides  software  and  processing  services  to  the  group 
health  insurance  industry,  particularly  Blue  Cross/Blue  Shield 
organizations, 

• ASA  had  approximately  700  employees  at  the  time  of  the 
acquisition  and  1988  revenue  of  $48,7  million, 

PMSC  is  organized  into  six  groups  as  follows: 

“ The  Life  and  Health  Systems  and  Services  Group  provides 
development  and  implementation  of  software  for  clients 
ranging  from  small  to  large  Blue  Cross/Blue  Shield 
organizations. 

' The  Life  and  Health  Sales  and  Marketing  Group  provides  sales 
and  marketing  of  PMSCs  life  and  health  products  and  services. 

“ The  Property  and  Casualty  Systems  and  Services  Group 
provides  application  software  using  IBM  SAA-based  systems 
and  customer  assistance  with  the  implementation  and  operation 
of  the  systems. 

• The  General  Information  Services  Group  provides  processing 
services  for  motor  vehicle  reports,  credit  reports,  and  valuation 
reports. 

» The  Field  Operations  Group  is  responsible  for  worldwide  sales 
and  marketing  of  PMSC’s  property  and  casualty  products  and 
services. 

» The  Operations  Group  is  responsible  for  the  day-to-day 

operation  of  PMSC,  its  headquarters  and  data  centers,  financial 
and  legal  services,  physical  facilities,  and  personnel  and 
employee  development. 

Competitors  to  PMSC  include  Equifax  and  several  smaller 

companies. 


Approximately  40%  of  PMSCs  1989  revenue  was  derived  from 
processing  and  support  services,  37%  from  electronic  (general) 
information  services,  and  23%  from  application  software  product 
licenses. 
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A three-year  summary  of  source  of  revenue,  as  provided  by  PMSC, 
follows: 


POLICY  MANAGEMENT  SYSTEMS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Processing,  network, 
and  support  services 

$205.4 

77% 

$163.8 

76% 

$129.9 

72% 

Software  licenses 

60.2 

23% 

53.1 

24% 

50.1 

28% 

TOTAL 

$265.6 

100% 

$216.9 

100% 

$180.0 

100% 

PMSC's  target  market  for  its  products  and  services  is  the  over 
3,100  property  and  casualty  insurance  companies,  over  4,000  group 
life  and  health  providers,  and  independent  agents  and  adjusters  in 
the  U=S.  and  Canada.  PMSC  also  offers  its  software  products  and 
related  automation  support  services  in  20  foreign  countries. 

• As  of  December  31,  1989,  PMSC  was  providing  its  network 
information  services  to  more  than  5,300  insurance  companies, 
agents,  and  adjusters  and  had  a total  of  2,143  software  systems 
licenses  in  force. 

PMSC  currently  offers  80  primary  products  and  services,  including 
40  software  products.  The  company's  current  software  product 
and  information  services  are  summarized  in  the  exhibits. 

PMSC's  primary  software  products  run  on  medium  and  large-scale 
IBM  and  IBM  compatible  computers.  The  company  also  offers 
certain  products  for  microcomputers  and  intelligent  workstations. 

• Software  products  automate  most  insurance  processing 
functions,  as  well  as  various  accounting,  financial  reporting,  and 
cash  management  functions. 

• Series  III  is  an  integrated  family  of  products  targeted  to  large 
companies  that  will  fully  automate  the  insurance  process  from 
the  initial  application  for  insurance  to  annual  statement 
preparation. 
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EXHIBIT  A 

POLICY  MANAGEMENT  SYSTEMS  CORPORATION 
MAINFRAME-BASED  APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT/DESCRIPTION 

PRODUCT/DESCRIPTION 

Insurance  Industry  Systems 

Life  and  Health  Systems 

BOMS*  - Billing  and  Collection  Management 

Casewriter  - On-line  group  underwriting 

System 

systems 

CDS  - Common  Disbursement  System 

Group-Comm  - Group  administration  system 

Cl  MS  - Corporate  Investment  Management  System 

The  Examiner  - Claims  adjudication  system 

- QMS:  SECURITIES 

• 

- QMS:  STOCK  AND  BOND 

ExClaim*  - Health  claims  adjudication  system 

- CIMS:  MORTGAGES 

CIS*  - Client  Information  System 

PMS/Life  - Individual  life  and  health 
administration  system 

FMS  - Financial  Management  System 

Casewriter/PC  - Proposal  generation  system 

UCS  - Universal  Control  System 

CAPS  - Claims  Administration  and  Payment 

Property  and  Casualty  Systems 

ACA  - Advanced  Communications  Access 

System  for  commercial  carriers 

ADMIN  - Group  Administration  and  Billing 

System 

APS  - Advanced  Processing  System 

MOS  - Multiple  Option  Solution 

IMIS*  - Insurance  Management  Information 

System 

PMS  - Policy  Management  System 

CAS  II  - Claims  Administration  System 

BES  - Billing  and  Eligibility  System 

CAPS  - Claims  Administration  and  Payment 

System  for  Blue  Cross  and  Blue  Shield 
plans 

CAPSule  - Health  Claims  Reporting  System 

Series  III  system 
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POLICY  MANAGEMENT  SYSTEMS  CORPORATION 
WORKSTATION  SYSTEMS/GENERAL  INFORMATION  SERVICES 


PRODUCT 

DESCRIPTION 

Workstation  Systems 

CATS 

CHS* 

MMS* 

Claims  Adjuster  Tracking  System 

Claims  Handling  System 

Micro  Mainframe  System  for  processing  commercial 
and  personal  lines 

TM 

IQM 

AWS 

ARG 

ADMS 

Rating  and  telemarketing  system 

Insurance  Quoting  Machine  for  rate  quoting 

Agency  Workstation  (The  Bundle) 

Application  Record  Generator 

Automated  Distribution  Management  System 

General  Information  Services 

Comprehensive  Auto  Risk 

Evaluation  (CARE) 

• CARE:  MVRs 

• CARE:  Insurance  Claims 

Exchange  (ICE) 

• CARE:  Undisclosed  Driver 

Information  (UDI)  ^ 

• CARE:  Auto  Class  Evaluation 
(ACE) 

Automobile  underwriting  Information  services 

Motor  vehicle  reports  service 

Automobile  claims  histories  data  base 

Licensed  driver  data  base 

Transaction-based  verification  services 

Property  Risk  Evaluation 

Services  (PRES) 

• PRES:  Personal  Lines 

Inspections 

• PRES:  Commercial  Lines 
Inspections  and  Surveys 

• PRES:  Consumer  Credit 

Reports 

Property  underwriting  information  services 

Personal  lines  underwriting  inspections 
data  base  service 

Transaction-based  commercial  lines  underwriting 
inspections  and  surveys  data  base  service 

TRW  Credit  Data  Service  and  TransUnion  Credit 

Information  Company  credit  report  access 

GIS:  Location  Reports 

Address  data  base  service 

GIS:  Premium  Audit  Services 

Transaction-based  premium  audit  sen/ice 

GIS:  Compu-U-Claim 

Micro-based  claims  estimating  system 

GIS:  Compu-U-Value 

Micro-based  residential  appraisal  system 

GIS:  Life  & Health 

Underwriting  Reports 

Transaction-based  life  and  health  inspection 
reports  and  attending  physicians'  statements 

GIS:  Personnel  Investigations 

Pre-employment  investigative  reports 

GIS:  Market  Research 

General  research  reports  for  customers 

Series  III  system 
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" Series  III  is  being  developed  around  IBM's  SAA,  which 
allows  for  cooperative  processing,  systems  portability,  expert 
systems,  intelligent  workstations,  and  relational  data  bases. 

■=  Series  III  WorkNet  systems  will  automate  information 
gathering  and  decision  support  functions  such  as  sales  and 
marketing,  underwriting,  and  claims  review  and  settlement. 

” Series  III  I-Base  systems  will  store  and  manage  data  and 
automate  scheduled  activities,  such  as  billing  and  collection 
and  statutory  and  management  reporting. 

“ During  1989,  six  property  and  casualty  insurance  companies 
(three  in  the  U.S.  and  three  in  Europe)  agreed  to  assist  in 
the  development  of  Series  III. 

Clients  may  license  PMSC  software  on  a remote  processing  basis 
through  PMSC  data  and  remote  service  centers  located  in 
Columbia,  Toronto,  Dallas,  Boston,  and  Lawrenceville  (NJ). 

PMSC  also  offers  specialty  processing  services  for  unique,  highly 
regulated  business,  such  as  Massachusetts  automobile,  Texas 
personal  lines,  and  automobile  assigned  risk  plans. 

PMSC  provides  third-party  administration,  including  complete 
processing  and  full  clerical  and  policyholder  services  support  for 
private  passenger  and  commercial  automobile  assigned  risk  and 
similar  types  of  business. 

•>  In  1988,  PMSC  entered  into  a three-year  agreement  to  provide  , 
policy  and  claims  administration  services  to  the  New  Jersey 
Automobile  Full  Insurance  Underwriting  Association  (JUA) 
relating  to  insurance  for  certain  high-risk  drivers  in  New  Jersey. 

» PMSC  currently  supports  approximately  115,000  policies. 
Revenue  from  these  services  was  approximately  $9.3  million 
in  1989. 

- In  March  1990,  the  state  of  New  Jersey  passed  legislation 
that  will  effectively  eliminate  the  JUA  over  a two-year 
period.  PMSC  is  currently  negotiating  amendments  to  its 
existing  agreement  with  the  JUA  to  reduce  the  impact  of  the 
scheduled  decline  in  business  from  the  JUA. 

Approximately  $97  million  of  PMSC's  1989  revenue  was  derived 
from  electronic  (general)  information  services  provided  to 
insurance  companies,  agents,  and  adjusters.  These  services  are 
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designed  to  assist  insurance  professionals  in  making  better 
decisions  about  risk  selection,  pricing,  and  claims  settlement. 

• Approximately  $55.8  million  of  electronic  information  services 
revenue  was  derived  from  motor  vehicle  reports  provided  to 
customers. 

Professional  services  provided  to  PMSC  clients  include  systems 
implementation  and  integration  assistance,  consulting,  and 
education  and  training. 

PMSC  has  third-party  marketing  agreements  with  certain  software 
vendors  to  market  certain  of  their  systems  software  products  to 
PMSC  customers.  Typically,  these  products  are  designed  to 
perform  non-insurance  functions  or  to  improve  the  control  and 
productivity  of  computer  resources. 


Industry  Markets  Virtually  all  of  PMSCs  1989  revenue  was  derived  from  the 

insurance  industry,  including  property  and  casualty  (91%),  group 
life  and  health  companies  (8%),  and  independent  agents  and 
adjusters  (1%). 


Geographic  Approximately  90%  of  PMSCs  1989  revenue  was  derived  from  the 

Markets  U.S.  and  Canada,  and  the  remaining  10%  from  other  foreign 

sources. 

A three-year  summary  of  geographic  source  of  revenue  follows: 

POLICY  MANAGEMENT  SYSTEMS  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S.  and  Canada  (a) 

$239.9 

90% 

$202.3 

93% 

$169.8 

94% 

Other 

25.7 

10% 

14.6 

7% 

10.3 

6% 

TOTAL 

$265.6 

100% 

$216.9 

100% 

$180.1 

100% 

(a)  Includes  revenue  from  Canada  of  $11.9  million  in  1989,  $12.8  miiiion  in  1988,  and  $10.6  miiiion 
in  1987. 
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PMSC  has  over  55  offices  worldwide. 

• Regional  Data  and  Remote  Service  Centers  are  located  in 
Columbia  (SC),  Boston,  Lawrenceville  (NJ),  Dallas,  Ontario 
(Canada),  and  Israel. 

® General  Information  Services,  headquartered  in  Columbia,  has 
sales  offices  in  Orange  and  Glendale  (CA),  Denver  (CO), 
Newington  (CT),  Chesterland  (OH),  Dallas,  Altamonte  Springs 
(FL),  Elmhurst  (IL),  Mount  Laurel  (NJ),  and  Brookfield  (WI). 

* Foreign  subsidiaries  are  located  in  Canada,  Israel,  and  London, 
England. 


Computer 
Hardware  and 
Software 


PMSC  offers  its  customers  the  option  of  using  software  licensed 
from  PMSC  on  a remote  processing  basis  through  data  and  remote 
service  centers  located  in  Columbia,  Toronto,  Boston,  Dallas,  and 
Lawrenceville  (NJ). 

• Five  large-scale  and  four  medium-scale  IBM  mainframes  are 
used  throughout  these  centers. 
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C OMPANY  PROFILE 


REYNOLDS  AND  REYN  )LDS 
COMPANY 

115  South  Ludlow 
Dayton,  OH  45401 
(513)  443-2000 


Terry  D.  Carder,  Chairman 
David  R.  Holmes,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  5,035  (9/89) 

Total  Revenue,  Fiscal  Year  End 
9/30/89:  $602,146,000 
Computer  Systems  Revenue: 
$240,553,000 


The  Company  The  R /nolds  and  Reynolds  Company  (Reynolds)  was  founded  in 

1866  t(  manufacture  and  distribute  standard  and  custom  business 
forms.  Reynolds  is  currently  organized  in  two  operating  divisions 
as  foll(  vs: 

• The  Business  Forms  Division,  with  approximately  2,700 

emj  oyees,  manufactures  and  distributes  printed  business  forms 
and  .ystems,  custom  continuous  and  snap-out  forms,  computer 
stoc  . forms,  and  forms  management  services  to  automotive, 
pro'  'ssional,  medical,  and  general  business  markets. 

- 1 le  Automotive/Automotive-Related  unit  supplies  business 
f rms  and  manual  systems  to  automobile  and  truck 

c alerships.  It  also  supplies  the  related  automotive  market, 

V lich  includes  tire  dealers,  repair  garages,  auto  parts  firms, 
b dy  repair  shops,  and  recreational  vehicle  dealerships. 

- 1 le  General  Printing  unit  supplies  printed  forms,  manual 
s >tems,  custom  continuous  and  snap-out  forms,  and  forms 
r anagement  services  to  professional,  medical,  and  general 
b isiness  markets.  This  unit  includes  the  operations  of  the 

/ mold  Corporation,  which  was  acquired  by  Reynolds  in  May 

1 86. 

- \ ilmer  Service  Line  is  a wholesale  operation  that  markets 
c le-write  pegboard  accounting  systems  and  loose-leafed 

f(  rms  through  a nationwide  network  of  forms  distributors 
a d office  product  dealers. 

• The  Computer  Systems  Division  (information  services  unit), 
with  approximately  2,080  employees,  provides  turnkey  systems 
and  issociated  support  services  to  automobile  dealerships  and 
turn  :ey  systems  and  software  products  to  the  medical  industry. 
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- The  Automotive  Computer  Systems  and  Services  unit 
markets  turnkey  systems  to  automobile  dealers,  as  well  as 
computer-related  products  and  support  services  to 
automobile  manufacturers,  distributors,  and  importers. 

Client  educational  services  are  also  provided  through  this 
unit, 

- The  International  unit  markets  Reynolds'  products  and 
services  outside  the  U.S.  This  unit  includes  the  operations  of 
Beri  S.A,  (acquired  from  Peugeot  in  August  1987),  a 
provider  of  processing  services  and  systems  to  automobile 
dealers  in  France. 

- Medical  Systems,  with  approximately  260  employees,  offers 
turnkey  systems  for  medical  practice  management  to 
physician  practices. 

• National  Medical  Computer  Services,  Inc.  (acquired  in 
December  1986)  is  a wholly  owned  subsidiary  that  offers 
computer  systems  primarily  to  hospital-based  physicians 
such  as  radiologists,  anesthesiologists,  and  pathologists. 

- Reyna  Financial  Corporation  is  wholly  owned  financial 
subsidiary  that  provides  lease  financing  for  products 
marketed  by  the  Computer  Systems  Division.  During  fiscal 
1989,  Reynolds  implemented  a change  in  its  accounting 
procedures  and  now  consolidates  Reyna's  financials  with 
those  of  Reynolds.  Results  prior  to  fiscal  1989  have  been 
restated  to  reflect  the  accounting  change. 

Total  fiscal  1989  revenue  reached  $602.1  million,  a 2%  decrease 

from  fiscal  1988  revenue  of  $613.9  million. 

• After  eliminating  $21.8  million  in  fiscal  1988  sales  from 
divested  non-strategic  operations,  revenue  from  continuing 
operations  actually  increased  2%  during  fiscal  1989. 

• Net  income  rose  4%,  from  $26.1  million  in  fiscal  1988  to  nearly 
$27.2  million  in  fiscal  1989.  Excluding  the  $8  million  positive 
effect  of  an  accounting  change  in  fiscal  1988,  net  income  for 
fiscal  1989  increased  51%  over  fiscal  1988  levels. 

• In  the  five-year  summary  that  follows,  financials  have  been 
restated  to  reflect  the  adoption  of  SFAS  No.  94  (Accounting  for 

• All  Majority-Owned  Subsidiaries)  and  the  consolidation  of 
Reyna's  results  with  those  of  Reynolds: 
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REYNOLDS  AND  REYNOLDS  COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/89 

9/88 

9/87 

9/86 

9/85 

Revenue 

$602,146 

$613,947 

$573,861 

$414,979 

$333,785 

• Percent  increase 

from  previous  year 

(2%) 

7% 

38% 

24% 

N/A 

income  before  taxes 
• Percent  increase 

$46,102 

$29,496 

(a) 

$40,686 

(a) 

$43,632 

$39,105 

(decrease)  from 

previous  year 

56% 

(28%) 

(7%) 

12% 

N/A 

Net  income 
• Percent  increase 

$27,244 

$26,092 

(b) 

$21,221 

$23,856 

$21,072 

(decrease)  from 

previous  year 

4% 

23% 

(11%) 

13% 

23% 

Earnings  per  share 
• Percent  increase 

$2.53 

$2.43 

(b) 

$1.91 

$2.44 

$2.24 

(decrease)  from 

previous  year 

4% 

27% 

(22%) 

9% 

24% 

(a)  Includes  gains  on  the  sale  of  assets  of  approximately  $9  million  in  fiscal  1988  and  $2.3  million  in 
fiscal  1987. 

(b)  Includes  an  $8  million  or  $0. 75  per  share  positive  effect  of  revaluing  deferred  income  taxes. 


A five-year  financial  summary  by  business  segment,  excluding  the 
results  of  Reyna,  follows: 

REYNOLDS  AND  REYNOLDS  COMPANY 
FIVE-YEAR  SUMMARY  BY  BUSINESS  SEGMENT 

($  thousands) 


FISCAL  YEAR 

ITEM 

9/89 

9/88 

9/87 

9/86 

9/85 

Computer  Systems  Products 

• Revenue 

• Operating  income  (loss) 

$240,553 

$29,501 

$248,009 

$(107) 

$229,725 

$14,709 

$201,898 

$18,893 

$188,598 

$14,941 

Business  Forms 

• Revenue 

* Operating  income 

$348,907 

$19,559 

$352,102 

$26,047 

$332,975 

$26,307 

$202,113 

$23,979 

$136,739 

$19,742 
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Computer  Systems  products  and  services  revenue  increased  5%  to 

$240.5  million  in  fiscal  1989,  after  eliminating  $19.4  million  of 

fiscal  1988  sales  from  non-strategic  businesses  sold  during  1988. 

• The  increase  was  primarily  the  result  of  increases  in-house 
computer  system  sales  for  dealerships,  maintenance  and 
support  revenues,  and  medical  computer  systems  sales. 

» In-house  dealership  systems  sales  increased  primarily  as  a result 
of  increased  volume  of  higher-priced  ERA  systems.  While  the 
number  of  VIM/NET^  systems  sold  increased,  VIM/NET 
revenues  decreased  because  of  lower  average  system  prices. 
Lower  system  prices  resulted  from  the  conversion  of  batch  data 
processing  customers  to  lower-end  in-house  systems  as  the  U.S. 
batch  operations  were  closed. 

• Software  support  revenue  grew  rapidly  because  of  the  higher 
number  of  software  applications  sold  with  ERA  systems  and  the 
high  number  of  VIM/NET  systems  sold. 

• Medical  computer  systems  sales  increased  23%  during  fiscal 
1989. 

Significant  activities  during  fiscal  1989  include  the  following: 

• Reynolds  sold  a record  number  of  ERA*^  in-house  systems  for 
automobile  dealers 

• The  company  added  Volvo,  Jeep/Eagle,  Mercedes-Benz,  and 
Nissan  to  the  growing  number  of  automobile  manufacturers 
that  used  Reynolds  electronic  parts  cataloging  systems. 

• Reynolds  signed  a $25  million,  three-year  contract  with 
Insurance  Services  Office,  Inc.  for  business  forms  and  forms 
management  services,  as  well  as  similar  multi-million  dollar 
contracts  with  General  Dynamics  and  General  Electric. 

• Reynolds  developed  and  implemented  a plan  for  General 
Printing  which  consolidated  manufacturing  facilities,  upgraded 
equipment,  and  installed  systems  to  improve  productivity, 
reduce  costs,  and  respond  to  customer  needs. 

• During  the  year,  the  profitability  and  market  position  of 
National  Medical  Computer  Services  was  significantly 
improved. 

« Gains  were  made  in  the  in-house  automotive  systems  market  in 
France. 
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Key  Products  and 
Services 


• Reynolds  increased  productivity  company  wide,  while  reducing 
selling,  general,  and  administrative  costs  by  $17.8  million  from 
fiscal  1988  levels. 


The  majority  of  Reynold's  fiscal  1989  Computer  Systems  revenue 
was  derived  from  turnkey  systems  and  associated  support  services 
provided  to  automobile  dealerships  and  medical  practices.  A 
small  percentage  was  derived  from  software  for  medical  practices. 

Reynolds  has  installed  more  than  17,000  turnkey  systems  in 
dealerships.  The  company's  current  product  line,  the  ERA^ 
computer  system,  introduced  in  early  1987,  is  based  on  a Motorola 
68020  32-bit  microprocessor, 

• ERA  provides  totally  integrated  data  base  applications  for 
sales,  parts,  service,  and  business  office  departments. 

• Reynolds  currently  offers  two  ERA  systems: 

- ERA  96000  is  designed  for  multi-franchise,  multi-store 
dealer  corporations  and  megadealerships  requiring  200  or 
more  workstations. 

- ERA  48000  is  targeted  to  dealers  requiring  from  as  few  as  8 
user  workstations  to  as  many  as  48  workstations. 

Reynolds  also  continues  to  market  and  support  the  VIM/NET^5 
product  line  which  is  based  on  the  NCR  Tower  minicomputer. 

• The  systems  provide  auto  dealers  with  applications  for 
accounting,  payroll,  inventory  management,  invoicing,  service 
merchandising,  vehicle  merchandising,  and  leasing  functions. 

• All  VIM/NET  5 computers  can  be  linked  through  a local  area 
network  to  share  and  access  data  for  total  dealership 
integration. 

• VIM/NET  5 systems  include  the  following: 

- VIM/NET  5,  Model  2024  is  targeted  to  small  dealerships 
entering  into  in-house  computing  or  as  an  addition  to  an 
expanding  system.  The  system  can  support  one  to  eight 
terminal  ports. 

- VIM/NET  5,  Model  24000  is  targeted  to  medium-sized 
dealerships  requiring  more  disk  space  and  up  to  24  user 
workstations. 
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- VIM/NET  5,  Model  48000,  targeted  to  ve^  large 
dealerships,  can  operate  up  to  48  workstations  as  a 
standalone  system  or  128  workstations  in  a networked 
configuration. 

Reynolds  also  offers  the  following  products  to  dealerships: 

• The  executive  Data  Management  System,  introduced  in  1986,  is 
a software  product  that  permits  preformatted  and  custom 
report  generation  and  interfaces  to  off-the-shelf  software 
packages  for  spreadsheet,  word  processing,  data  management, 
and  financial  analysis  capabilities. 

• Reynolds  markets  Bell  and  Howell's  IDB2000  electronic  parts 
catalog  to  auto  dealers  nationwide  under  the  name 
PartsVision^  electronic  parts  catalog  system.  The  catalog 
currently  stores  10  years  of  parts  diagrams  and  text  on  magnetic 
and/or  CD-ROM  disks  for  General  Motors  dealers  in  the  U.S. 
and  Canada.  Similar  systems  for  Chrysler  dealers  (called 
"PAIS"),  Jeep  Eagle,  Mercedes-Benz,  and  Honda/Acura 
dealers  are  also  available. 

Reynolds'  Manufacturer  Services  Group  (within  the  Automotive 
Computer  Systems  and  Services  unit)  was  established  in  early  1986 
to  provide  products  and  services  directly  to  automobile 
manufacturers,  importers,  and  distributors. 

• Reynolds  provides  the  standalone  Dealer  Communications 
System  (DCS),  which  includes  a unique  communications 
processor  for  direct  communications  between  auto  dealers  and 
manufacturers. 

- Reynolds  was  named  exclusive  supplier  of  dealer 
communications  systems  for  Isuzu  and  Saab  dealers. 

- Reynolds  announced  the  availability  of  a system  to  provide 
Chevrolet  dealers  with  direct  access  to  Chevrolet's  Total 
Information  Management  System  (TIMS). 

- Reynolds  announced  a new  DCS  for  Hyundai  and  Subaru 
dealers. 

- Reynolds  announced  the  industry's  first  "partial"  DCS 
approved  by  General  Motors,  Ford,  and  Isuzu. 

- Reynolds  provides  manufacturers  with  support  services, 
including  training  and  education,  hardware  installation, 
maintenance,  and  software  services. 
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Turnkey  system  service  and  support  is  provided  by  approximately 
650  service  personnel  located  in  four  regional  and  84  local  service 
offices.  Regional  educational  centers  provide  specialized 
customer  training,  advanced  seminars  in  accounting  and  parts  and 
service  merchandising,  and  executive  and  management 
information  seminars. 

Products/services  provided  to  the  medical  industry  include  the 
following: 

• The  Medical  Practice  Management  System  (MPMS), 
announced  in  1984,  is  an  NCR  Tower-based  turnkey  system 
targeted  to  office-based  group  practices.  System  features 
include  automatic  preparation  of  insurance  forms  and  fee  slips, 
complete  accounts  receivable  aging,  and  management 
reporting. 

• Through  National  Medical  Computer  Services,  Reynolds 
provides  the  following  application  software  products: 

- Physician's  Account  Receivable  (PAR)  is  a billing  and 
accounts  receivable  management  system  for  hospital-based 
physician  groups  and  billing  service  bureaus.  PAR  operates 
on  IBM  AS/400  and  System/36  computers. 

- The  PAR/PM  (Physician's  Accounts  Receivable  and 
Practice  Management)  system  is  designed  for  office-based 
physician  groups.  In  addition  to  performing  billing  and 
accounts  receivable  management  functions,  PAR/PM  offers 
other  practice  management  features  such  as  patient 
appointment  scheduling  and  medical  history  recordkeeping. 
PAR/PM  operates  on  the  IBM  AS/400. 

- The  Automated  Radiology  Management  (ARM)  system 
automates  the  administrative,  film  archiving,  and  clerical 
tasks  performed  by  free-standing  diagnostic  imaging  centers 
and  hospital  radiology  departments.  ARM  operates  on  the 
IBM  PS/2,  Model  80,  but  can  interface  with  the  PAR  system 
and  hospital  information  systems. 

- National  Medical  Computer  Services  has  installed  nearly 
1,400  systems  and  has  a current  customer  base  of  1,000. 

Reynolds  sells  computers/terminals/peripherals  manufactured  by 
IBM,  NCR,  Texas  Instruments,  and  Televideo. 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


The  majority  of  Reynolds'  Computer  Systems  revenue  is  derived 
from  automotive  dealerships  and  automobile  manufacturers.  The 
remainder  of  revenue  is  derived  from  medical  practices. 

Auto  manufacturing  clients  include  Chrysler,  General  Motors, 
Ford/Lincoln  Mercury,  Mercedes-Benz,  Nissan,  Honda/ Acura, 
Volvo,  Saab,  and  Isuzu. 


Approximately  89%  of  Reynolds'  fiscal  1989  revenue  was  derived 
from  the  U.S.  and  11%  from  its  foreign  subsidiaries. 

Foreign  subsidiaries'  net  sales  and  net  income  were  $68.2  million 
and  $2.5  million  in  fiscal  1989,  compared  to  $61.8  million  and  $2.9 
million  in  fiscal  1988,  and  $38.3  million  and  $383,000  in  fiscal 
1987,  respectively. 

Reynolds  operates  nearly  200  sales  offices  worldwide. 
International  subsidiaries  are  located  in  Canada,  France,  and 
Australia. 


Reynolds  uses  equipment  from  various  manufacturers,  including 
IBM,  NCR,  Televideo,  Texas  Instruments,  and  Bell  and  Howell  in 
support  of  its  processing  services. 


Page  8 of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


January  1990 


COMPANY  PROFILE 


ROSS  SYSTEM^ 
INCORPORATE^ 


1860  Embarcadero  Road 
Palo  Alto,  CA  94303 
(415)  856-1100 


Dennis  Vohs,  Chairman  and  CEO 
Richard  Giordanella,  President 
Private  Corporation 
Total  Employees:  300  (3/90) 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $23,000,000 


The  Company  Ross  Systems,  Incorporated  provides  financial  management, 

accounting,  distribution,  human  resources,  and  business 
productivity  application  software  products  and  associated  support 
services  exclusively  for  DEC  VAX  series  computers.  The 
company  also  provides  education  and  consulting  services  and 
processing  services. 

Ross  Systems'  overall  strategy  is  to  build  a broad-based  VAX 
application  software  company  by  acquiring  other  companies 
offering  complementary  cross-industry  or  specific  vertical  market 
software  products.  Through  a combination  of  accelerated  internal 
growth  and  acquisitions,  Ross  Systems'  target  is  to  reach  $100 
million  in  annual  revenue  by  1992. 

• Ross  Systems  was  founded  in  1972  to  provide  consulting 
professional  services.  In  1975  the  company  expanded  its 
business  to  include  software  products  and  processing  services. 

• Ross  Systems  operated  as  a private  independent  company 
through  November  1986,  when  it  merged  with  Virtual 
Microsystems  of  Berkeley  (CA)  to  form  ROSSDATA 
Corporation. 

• In  November  1988,  ROSSDATA  announced  a management 
buyout  of  Ross  Systems  for  an  undisclosed  sum.  The  purchase 
was  led  by  management  and  a group  of  outside  investors  led  by 
Dennis  Vohs.  Other  investors  include  Welsh,  Carson, 
Anderson  and  Stowe;  Citicorp;  Morgan  Stanley  & Co.;  and 
Greylock  Management  Corp.  Founder  Kenneth  Ross,  also  an 
investor,  remains  at  Ross  Systems  as  an  advisor. 

• In  June  1989,  Ross  Systems  acquired  Cardinal  Data 
Corporation  of  Needham  Heights  (MA).  Cardinal  Data,  with 
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50  employees,  provides  accounting  and  distribution  application 
software  and  associated  support  services  for  DEC  VAX 
systems. 

• In  January  1990,  Ross  Systems  purchased  Argonaut  Information 
• Systems'  (AIS)  line  of  human  resource  application  software 
products  for  DEC  VAX  systems, 

Ross  Systems'  fiscal  1989  revenue  reached  an  estimated  $23 

million,  a 31%  increase  over  fiscal  1988  revenue  of  $17.5  million. 

A three-year  revenue  summary  follows: 

ROSS  SYSTEMS,  INCORPORATED 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

6/89 

6/88 

6/87 

Revenue 

• Percent  increase 

$23.0 

$17.5 

$11.2 

from  previous  year 

31% 

56% 

24% 

Ross  Systems  management  estimates  that  fiscal  1990  revenue  will 
exceed  $36  million. 

During  fiscal  1989,  software  sales  rose  21%  and  revenue  from 
client  services  increased  more  than  50%, 

During  fiscal  1988,  software  sales  rose  66%,  revenue  from  client 
services  increased  more  than  123%,  and  after-tax  profit  was  nearly 
20%. 

Approximately  16%  of  fiscal  1989  revenue  was  spent  on  research 
and  development. 

Recent  announcements  made  by  Ross  Systems  include  the 
following: 

• In  November  1989,  Ross  Systems  and  SmartStar  Corporation 
announced  a strategic  partnership  involving  cooperative 
marketing  and  joint  product  development.  SmartStar  supplies 
the  VAX  community  with  a fourth-generation  language 
applications  development  environment. 
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• In  May  1989,  Ross  Systems  announced  a cooperative  marketing 
agreement  with  Ingres  Corporation  under  which  the  two 
companies  will  cooperatively  market  the  INGRES  toolset  with 
Ross  Systems'  Renaissance  Series  of  financial  management  and 
accounting  software  and  will  work  to  prototype  an  INGRES - 
based  version  of  Renaissance  applications  for  DECs  ULTRIX 
operating  system. 

• In  March  1989,  Ross  Systems  announced  it  will  develop  a VAX 
Rdb/VMS-based  version  of  its  Renaissance  Series  software  in 
addition  to  its  current  RMS-based  version.  Ross  Systems  also 
announced  support  of  DECs  Compound  Document 
Architecture. 

Major  competitors  include  McCormack  & Dodge  (Dun  & 
Bradstreet),  Computer  Associates,  ISI,  and  Collier  Jackson 
(CompuServe). 


INPUT  estimates  that  approximately  60%  of  Ross  Systems'  fiscal 
1989  revenue  was  derived  from  application  software  products  and 
40%  from  services  and  support. 

Ross  Systems,  with  over  650  customers  in  21  countries,  currently 
has  over  1,850  installations  of  its  software  products  worldwide. 

In  October  1988,  Ross  Systems  introduced  the  Renaissance 
Series™  product  line  for  DEC  VAX  computers  running  under 
VAX/ VMS.  This  next  generation  environment,  which  supercedes 
the  company's  MAPS  family  of  financial  products,  integrates  Ross 
Systems'  "Mainframe  Class"  financial/accounting  software 
products  with  business  productivity  tools.  The  Renaissance  Series 
also  allows  the  user  to  integrate  any  other  VAX  software  into  the 
system. 

• Renaissance  Series  accounting  applications  are  fully  integrated 
and  include  the  following: 

- Renaissance  Series  General  Ledger  (Renaissance/ GL) 

" Renaissance  Series  Accounts  Payable  (Renaissance/ AP) 

- Renaissance  Series  Purchase  Order  (Renaissance/PO) 

- Renaissance  Series  Accounts  Receivable  (Renaissance/ AR) 

- Renaissance  Series  Fixed  Assets  (Renaissance/FA) 
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- Encumbrance  Accounting,  announced  in  June  1989,  was  co- 
developed with  Price  Waterhouse. 

- Allocations,  announced  in  August  1989,  is  a cost  allocations 
accounting  product  co-developed  with  Microsoft. 

- Intercompany  Accounting,  introduced  in  September  1989, 
facilitates  the  entry  of  transactions  affecting  multiple 
companies. 

• Renaissance  Series  business  productivity  tools  (Executive 
Information  Systems)  allow  users  to  access,  manipulate,  report, 
and  graph  data  from  Ross  Systems'  accounting  software  and 
from  PC-based  spreadsheets.  These  tools  include  the  following: 

- 20/20™,  a spreadsheet  for  multiuser  computer  systems  from 
Access  Technology,  Inc.,  integrates  graphics,  data  base 
management,  and  project  modeling  with  spreadsheet 
functionality.  Ross  Systems  has  nonexclusive  rights  to  sell 
and  support  the  20/20  spreadsheet  for  use  on  VAX 
computers,  and  to  train  customers  who  purchase  it. 

- CrossView™  is  a cross-product  inquiry  and  reporting  tool 
that  allows  simultaneous  retrieval  of  information  from  Ross 
Systems'  accounting  applications. 

- Microlink™,  Ross  Systems'  PC-to-VAX  link,  permits  users 
to  transfer  financial  data  between  PC-based  spreadsheets 
and  centralized  VAX-based  general  ledger  or  model 
financial  data  bases. 

- Model  is  a financial  modeling  tool  that  provides  a range  of 
features  to  allow  the  user  to  set  up  corporate  financial 
models  for  planning,  forecasting,  budgeting,  and  other 
financial  functions. 

Ross  Systems'  Distribution  Series  ™ products  include  the 

following: 

• Distribution/SOM,  a sales  order  management  system 

• Distribution/S  A,  an  integrated  sales  analysis  tool 

» Distribution/ AR,  an  accounts  receivable  system  for  effective 
receivables  and  credit  management 

• Distribution/PO,  a customizable  purchase  order  management 
system 
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• Distribution/IQ  an  inventory  system  integrated  with  SOM  and 
PO  for  control  and  analysis  of  stores  and  products 

Ross  Systems'  human  resources  applications,  acquired  from 
Argonaut  Information  Systems,  include  Payroll  and  Human 
Resources. 

Ross  Systems'  Client  Services  Organization  provides 
implementation  and  ongoing  support  to  its  clients.  These  services 
include  education  and  training,  software  support,  professional 
services,  and  processing  services. 

® Formal  classroom  training  for  the  company's  products  and  the 
VAX  computer  is  provided  on  a regular  basis,  both  in  the  U.S. 
and  Europe. 

“ Classes  are  held  at  Ross  Systems'  offices  in  Palo  Alto,  New 
York  City,  Lx)ndon,  Brussels,  Hong  Kong,  and  Sydney. 
Customer  site  classes  are  also  available. 

® Professional  services  are  offered  in  three  categories: 

- Management  Consulting  provides  high-level  expertise  in  the 
implementation  of  a new  accounting  system. 

- Applications  Consulting  services  include  developing  new 
systems  or  providing  interfaces  from  existing  in-house 
applications  to  the  Ross  product  line. 

- Systems  Consulting  provides  specific  expertise  in  managing 
and  operating  DEC  VAX  computers. 

• Clients  may  access  Ross  Systems'  software  products  on  DEC 
VAX  computers  located  at  Ross  Systems'  data  center  in  Palo 
Alto. 


Industry  Markets  Ross  Systems'  fiscal  1989  revenue  was  derived  from  clients  in 

various  industries,  including  process  and  discrete  manufacturing, 
banking  and  finance,  media,  telecommunications,  and  health  care. 

Nearly  30%  of  Ross  Systems'  product  installations  are  at  the 
headquarters  or  in  a division  of  a Fortune  500  company. 

Clients  include  DEC,  Citicorp,  Quaker  Oats,  Butler 
Manufacturing,  Security  Pacific,  Ford,  Scherring  Plough,  and 
Genentech. 
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In  December  1988,  Ross  Systems  signed  a licensing  agreement 
with  The  Saddlebrook  Corporation  granting  Saddlebrook 
exclusive  rights  to  sell  and  support  Ross  Systems'  Renaissance 
Series  of  application  products  to  thrift  and  mortgage  banking 
institutions. 


Approximately  88%  of  Ross  Systems'  fiscal  1989  revenue  was 
derived  from  the  U.S.  The  remaining  12%  was  derived  from 
international  sources,  including  Europe,  Canada,  Australia,  and 
the  Far  East. 

Ross  Systems  has  North  American  offices  in  Atlanta  (GA), 
Chicago  (IL),  Dallas  (TX),  Denver  (CO),  New  York  (NY), 

Nashua  (NH),  Needham  Heights  (MA),  Palo  Alto  (CA), 

Pittsburgh  (PA),  and  Toronto  and  Vancouver  (Canada). 

Ross  Systems  Europe,  formed  in  April  1989  and  headquartered  in 
Brussels  (Belgium),  markets  and  supports  Ross  Systems'  products 
throughout  continental  Europe.  Other  European  offices  are 
located  in  Bristol  (England),  Paris,  and  Utrecht  (the  Netherlands). 

Ross  Systems  Asia,  formed  in  July  1989  and  headquartered  in 
Hong  Kong,  markets  and  services  Ross  Systems  products 
throughout  the  Far  East.  Offices  are  also  located  in  Kuala 
Lumpur  and  Singapore. 

Ross  Systems  Australia,  with  offices  in  Sydney  and  Melbourne, 
markets  and  supports  Ross  Systems  products  in  Australia  and  New 
Zealand. 


Ross  Systems  has  the  following  computers  installed  at  its  Palo  Alto 
data  center: 


• 4DEC  VAX- 11 /780s,  VMS 

• 3 DEC  PDP-11/70S,  RSTS/E 

Clients  access  the  Palo  Alto  data  center  via  ROSS/NET,  the 
company's  communications  network,  which  provides  direct  access 
through  dedicated  lines  from  each  of  Ross  Systems'  regional 
offices,  or  through  Telenet. 
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SYSTEM  SOFTWARE 
ASSOCIATES,  INC. 

200  West  Madison 
Suite  3200 
Chicago,  IL  60606 
(312)  641-2900 


Roger  E.  Covey,  Chairman  and  President 
Public  Corporation,  OTC 
Total  Employees:  400  (1  /90) 

Total  Revenue,  Fiscal  Year  End 
10/31/89:  $94,952,000 


The  Company  System  Software  Associates,  Inc.  (SSA),  founded  in  1981, 

develops,  markets,  and  supports  two  software  products. 

• BPCS  (Business  and  Planning  Control  System)  is  an  integrated 
line  of  business  software  for  manufacturing,  financial  and 
distribution  management  applications  designed  to  run  on  IBM's 
AS/400  and  System  3/X  midrange  computers. 

• The  company's  second  product,  AS/SET™,  was  introduced  in 
November  1989.  AS/SET  is  a software  engineering  technology 
CASE  tool  designed  exclusively  for  software  applications 
design,  development,  and  maintenance  on  the  AS/400. 

SSA's  products  are  marketed  in  30  countries  through  SSAs  major 
accounts  division,  SSA  branch  offices,  and  an  Affiliate  Business 
Partner  Network  of  58  independent  companies  around  the  world. 

During  1987,  SSA  acquired  three  of  its  affiliate  operations  and 
established  a Corporate  Customer  Support  group,  all  of  which 
provide  professional  services  on  a fee  basis. 

During  1987,  SSA  also  entered  into  the  hardware  business  as  a 
result  of  its  acquisition  of  ASE  Services,  Inc.  (an  IBM  Industry 
Remarketer)  and  the  introduction  of  its  computer-integrated 
manufacturing  (CIM)  product,  CIMPath™. 

In  February  1987,  SSA  made  an  initial  public  offering  of 
approximately  1.4  million  shares  of  common  stock,  of  which  over 
900,000  shares  were  offered  by  SSA  and  the  remaining  shares  by 
selling  stockholders.  Net  proceeds  to  the  company  of 
approximately  $10.5  million  have  been  used  primarily  for  the 
acquisitions  made  during  fiscal  1987. 
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SSA  declared  3-for-2  splits  in  January  1989  and  again  in 
December  1989. 

Fiscal  1989  revenue  reached  $95  million,  a 54%  increase  over 
fiscal  1988  revenue  of  $61.5  million.  Net  income  rose  78%,  from 
$6.2  million  in  fiscal  1988  to  over  $11.1  million  in  fiscal  1989.  A 
five-year  financial  summary  follows: 

SYSTEM  SOFTWARE  ASSOCIATES,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/89 

10/88 

10/87 

10/86 

10/85 

Revenue 

• Percent  increase 

$94,952 

$61,525 

$30,893 

$16,087 

$9,439 

from  previous  year 

54% 

99% 

92% 

70% 

138% 

Income  before  taxes 
• Percent  increase 

$17,968 

$9,750 

$5,962 

$3,260 

$1,953 

from  previous  year 

84% 

64% 

83% 

67% 

93% 

Net  income 
• Percent  increase 

$11,140 

$6,248 

$3,302 

$1,760 

$1,055 

from  previous  year 

78% 

89% 

88% 

67% 

91% 

Earnings  per  share  (a) 

• Percent  increase 

$0.94 

$0.53 

$0.30 

$0.19 

$0.13 

from  previous  year 

77% 

77% 

58% 

46% 

63% 

(a)  Restated  to  reflect  a 3-for-2  common  stock  split,  effected  as  a stock  dividend,  effective  January 
12,  1990. 


SSA  management  attributes  revenue  increases  to  the  success  of 
the  company's  BPCS  product  line  for  IBM's  AS/400  line  of 
computers,  the  continued  expansion  of  the  company's  global 
affiliate  network,  international  major  accounts  transactions,  and 
strong  performance  by  its  London,  Chicago,  Boston,  and  Sydney 
branches. 

Past  acquisitions  made  by  SSA  include  the  following: 

« In  October  1987,  SSA  acquired  certain  assets  and  the  business 
of  Admin  EDP  Pty  Ltd.,  its  Australian  affiliate,  for 
approximately  $2.1  million  in  cash  and  29,815  shares  of 
common  stock. 
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• In  June  1987,  SSA  acquired  Outlook,  Inc.,  a provider  of 
decision  support  software  for  the  IBM  3X  product  line. 

• In  June  1987,  SSA  acquired  ASE  Services,  Inc.,  its  New 
England  affiliate,  for  $4.2  million  in  cash  and  16,833  shares  of 
common  stock. 

® In  December  1986,  SSA  purchased  Syncrocom,  Inc.,  its  Chicago 
area  affiliate,  for  approximately  $540,000  in  cash  and  stock. 

SSA's  primary  worldwide  competitor  is  IBM  and  its  MAPICS 

product. 


Key  Products  and  Approximately  83%  of  SSA's  fiscal  1989  revenue  was  derived  from 
Services  applications  software  products  and  hardware  sales.  The  remaining 

17%  of  revenue  was  derived  from  client  support  services. 

A three-year  source  of  revenue  summary  follows: 

SYSTEM  SOFTWARE  ASSOCIATES,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

10/89 

10/88 

10/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 

$79.2 

83% 

$44.9 

73% 

$26.1 

84% 

(a) 

(a) 

Client  support 

$15.8 

17% 

9.4 

15% 

3.1 

10% 

Hardware 

(a) 

(a) 

7.2 

12% 

1.7 

6% 

TOTAL 

$95.0 

100% 

$61.5 

100% 

$30.9 

100% 

{a)  Hardware  sales  are  now  reported  with  software  sales.  Separate  figures  are  not  available. 


SSA's  primary  software  product  line-known  as  the  Business 
Planning  and  Control  System  (BPCS)"Consists  of  over  25 
integrated  products  designed  for  manufacturing,  distribution,  and 
financial  applications  for  IBM  AS/400,  System/38,  and  System/36 
computers. 

In  June  1988,  SSA  announced  the  availability  of  its  complete  line 
of  products  (BPCS/400)  in  native  mode  on  the  AS/400 
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concurrently  with  the  IBM  announcement  of  this  new  line  of 
midrange  computers.  SSA  expects  that  the  AS/400  will  be  the 
primary  platform  for  its  products  in  the  foreseeable  future. 

SSA's  current  BPCS  products  include  the  following: 

• Manufacturing  Products 

- Material  Requirements  Planning  (MRP)  identifies 
purchasing  and  production  scheduling  actions  that  are 
needed  in  response  to  day-to-day  events. 

- JIT/Repetitive  Manufacturing  provides  support  for  just-in- 
time  manufacturing  techniques  and  support  for  repetitive 
process  manufacturers  (not  available  for  the  System/36). 

- Manufacturing  Data  Management  allows  the  retrieval  and 
use  of  product  structure  and  routing  information  for 
planning  and  costing  needs. 

- Shop  Floor  Control  provides  current  status  of  jobs,  work-in- 
process, and  production  activity  to  permit  detailed  planning 
and  scheduling. 

- Master  Production  Scheduling  identifies  production  planning 
actions  that  need  to  be  taken  in  response  to  day-to-day 
events  and  ties  overall  business  planning  to  detail  operations. 

- Capacity  Planning  identifies  potential  capacity  bottlenecks 
and  backlog  problems  so  that  adjustments  can  be  made. 

- Cost  Accounting  controls  purchasing,  jobs,  and 
manufacturing  cost  information. 

- Performance  Measurement  provides  feedback  and 
accountability  in  several  key  management  areas  to  allow 
executives  to  monitor  performance  of  their  business  against 
plan  (not  available  for  the  System/36). 

- CIMPath  automates  data  collection  and  updates  from  the 
plant  floor  or  distribution  center  via  scanners,  magnetic  card 
readers,  hand  held  devices,  voice  input,  scales,  and  other 
devices. 

- Advanced  Process  Industries,  introduced  in  1988,  supports 
process  industry  companies  in  application  areas  such  as  lot 
level  potency,  batch  balancing,  physical  versus  theoretical 
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quantities,  full  notes  subsystems,  lot  tracking,  and 
traceability. 

' Distribution  Products 

- Inventory  Management  allows  processing  of  information  on 
finished  goods,  work-in-process,  and  raw  material  inventory 
and  provides  summary  and  detail  analysis  on  demand  for 
both  accounting  and  production  control  purposes, 

= Distribution  Resources  Planning  (DRP)  identifies  demand 
on  distribution  centers  and  resulting  impact  on  resupply 
facilities  and  presents  transportation  loading  and  scheduling 
information  (not  available  for  the  System/36). 

- Order  Processing  processes  entry  and  disposition  of 
customer  orders;  provides  automatic  pricing,  inventory 
allocation,  and  information  for  production  and  accounting 
projections;  and  allows  printing  of  customer 
acknowledgements  and  shipping  documents. 

" Billing  and  Sales  Analysis  allows  customer  orders  to  be 
billed  after  shipment.  Invoices  are  printed  and  inventory, 
sales,  and  accounting  information  is  maintained 
automatically. 

- Purchasing  links  planning,  requisitioning,  receiving,  and 
inspection  to  inventory  stocks  to  permit  evaluation  of 
vendors  and  purchasing  performance;  and  prints  purchase 
orders  and  receiving  documents. 

- Forecasting  provides  for  statistical  forecasts  of  future 
customer  sales. 

' Financial  Products 

- General  Ledger  and  Financial  Retrieval  System  provides  for 
accumulation  of  financial  information  to  support  accounting 
functions  and  allows  analysis  of  information  for  management 
decision  making;  and  allows  for  user-defined  financial 
reporting. 

- Accounts  Payable  provides  for  the  control  and  processing  of 
payables  information. 

- Accounts  Receivable  collects  and  disseminates  cash  flow 
information  aimed  at  accelerating  collection,  assessing 
credit,  and  reducing  bad  debt. 
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- Multi-Currency  provides  multiple  currency  operations  for 
the  financial,  inventory,  order  processing,  billing,  and  sales 
applications. 

- Currency  Translation  allows  consolidation,  reporting,  and 
analysis  of  multiple  currency  financial  data. 

- Payroll  (U.S.  only)  provides  control  and  processing  of  payroll 
information  with  tax  calculations,  supporting  all  50  states. 
The  system  allows  user-defined  deductions,  prints  checks, 
and  produces  tax  reports. 

• Decision  Support  Products 

- Information  Retrieval  provides  access  to  the  applications 
data  base;  allows  technical  and  non-technical  end  users  to 
access  information  from  up  to  15  files  at  once,  manipulate 
that  information,  and  output  it  in  the  form  of  reports,  online 
graphs,  or  file  interfaces. 

- Business  Modeling  provides  full  function  spreadsheet 
capabilities  as  well  as  a direct  data  base  interface  to  any 
existing  application. 

- Electronic  Mail  allows  users  to  create,  send,  receive,  file,  and 
print  communications  electronically  (not  available  on  the 
System/36). 

SSA  has  licensed  over  32,000  BPCS  products  to  over  4,000 

companies  worldwide. 

« The  BPCS  products  currently  range  in  price  from  $3,000  to 
$30,000  per  product. 

• Aimual  maintenance  fees  are  12%  of  the  current  list  price  for 
each  installed  product. 

• Significan  new  Major  Account  clients  added  during  fiscal  1989 
for  BPCS  on  the  AS/400  included  British  American  Tobacco, 
GEC,  Kraft,  Philips  Petroleum,  3M,  Pepperidge  Farm,  Stone 
Container,  Texaco,  and  Unilever. 

SSA  introduced  its  second  product,  AS/SET,  in  November  1989. 

AS/SET  is  a CASE  software  engineering  tool  designed  to  increase 

programmer/analyst  productivitiy  on  the  IBM  AS/400. 

• AS/SET  became  available  on  January  31,  1990.  The  product 
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ranges  in  price  from  $20,000  to  $70,000,  depending  on  the 
number  of  users  and  the  AS/400  model  used. 

Affiliates  are  responsible  for  product  installation  and  support 
services.  SSA  provides  technical,  applications,  and  sales  training; 
marketing  and  technical  support;  and  emergency  customer  service 
to  its  affiliates.  SSA  also  takes  primary  sales  responsibility  for 
large  accounts. 


SSA's  revenue  is  derived  primarily  from  the  discrete 
manufacturing,  process  manufacturing,  and  distribution  industries. 

The  target  markets  for  the  BPCS  product  line  include 
manufacturers  and  distributors  with  annual  revenue  ranging  from 
$10  million  to  $300  million  and  divisions  and  subsidiaries  of  larger 
companies. 

Currently,  the  majority  of  the  company's  customers  are 
intermediate  sized  companies.  However,  with  the  global 
management  capacities  of  the  BPCS  product  line,  a significant  and 
increasing  portion  of  sales  are  to  larger  companies.  To  date,  SSA 
has  made  sales  to  divisions  or  subsidiaries  of  over  150  of  the 
combined  Fortune  500  and  Fortune  International  companies. 


Approximately  56%  of  SSA's  fiscal  1989  revenue  was  derived  from 
the  U.S.  The  remaining  44%  was  derived  from  various 
international  sources. 

A three-year  summary  of  source  of  revenue  follows: 
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SYSTEMS  SOFTWARE  ASSOCIATES,  INC. 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

10/89 

10/88 

10/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$53.7 

56% 

$36.6 

59% 

$19.3 

62% 

Europe/Middle  East 

23.4 

25% 

13.4 

22% 

4.0 

13% 

Asia/Pacific 

14.1 

15% 

8.1 

13% 

5.2 

17% 

Canada/Latin  America 

3.8 

4% 

3.4 

6% 

2.4 

8% 

TOTAL 

$95.0 

100% 

$61,5 

100% 

$30.9 

100% 

The  entire  BPCS  product  line  is  available  in  English,  and 
substantially  all  of  the  line  is  available  in  French,  German, 
Hebrew,  Ideographic  Chinese,  Italian,  Japanese,  Korean,  and 
Spanish. 

SSA  regional  offices  are  located  in  Chicago  and  Boston,  London, 
Syndey,  Singapore,  and  Tokyo. 
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TOMINY  INC.  Thomas  E.  Richley,  Chairman 

4221  Malsbary  Road  William  Martin,  President  and  CEO 

Cincinnati,  OH  45242-0990  Private  Corporation 

(513)984-6605  Total  Employees:  12 

Total  Revenue,  Fiscal  Year  End 
9/30/88:  $2,000,000 


The  Company  Tominy  Inc.,  founded  in  1978,  develops,  markets,  and  supports 

application  development  systems  software  and  application 
software  products,  and  provides  education  and  training  and 
custom  application  development  professional  services. 

Effective  July  1,  1988,  Tominy  became  a registered  reseller  for  the 
SCO  (Santa  Cruz  Operations)  XENIX  operating  system. 

Tominy  management  has  stated  that,  although  the  company's 
revenue  and  number  of  employees  has  decreased  significantly 
since  fiscal  1984,  the  company  is  profitable.  The  emphasis  will 
continue  to  be  on  controlled  growth  with  increased  profitability. 

Tominy's  primary  competitor  is  Oracle  Corporation  and  its 
ORACLE  software  product. 


Key  Products  and  Approximately  50%  of  Tominy's  fiscal  1988  revenue  was  derived 

Services  from  software  products  sales  (40%  from  license  fees  and  10% 

from  maintenance)  and  50%  from  professional  services  activities, 
including  education  and  training,  custom  application  development, 
and  consulting. 

Tominy's  software  development  tools  are  portable  to  over  20 
different  computer  and  operating  system  platforms.  The  products 
are  currently  available  for  IBM  PC,  System/36,  Series/1,  9370, 
43XX,  and  30XX;  DEC  Micro  VAX,  VAX  11/7XX,  and  VAX 
8XXX  systems;  AT&T  3B2  Series  computers;  NCR  Tower 
systems;  Data  General  Desktop  Generation  and  MV  Series 
computers;  and  multi-user  microcomputers  using  XENIX/UNIX. 
Tominy  products  are  compatible  with  Novell's  Netware  LAN  and 
the  OMNINET  Local  Area  Network. 

• DATA  BASE-PLUS^  introduced  in  1978,  is  an  application 
development  system  that  includes  a data  base  manager,  screen 
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handler,  print  handler,  supporting  utilities,  query/report  writer, 
native  language  interfaces,  and  DATA  BASE-PLUS 
Programming  Language  support. 

- DATA  BASE-PLUS  pricing  ranges  from  $600  for  a single- 
user  PC  to  $52,000  for  an  IBM  mainframe. 

• MACH  1^,  introduced  in  October  1985,  expands  the 
capabilities  of  DATA  BASE-PLUS  to  include  a fourth 
generation  language  (LOGIC),  screen  editing,  and  a program 
generator. 

- MACH  1 pricing  ranges  from  $600  for  a single-user  PC  to 
$75,000  for  an  IBM  mainframe. 

• Each  multi-user  development  system  includes  12  months  of  free 
customer  support  and  product  updates.  The  annual  support 
and  enhancement  fee  for  the  following  year  is  equal  to  15%  of 
the  purchase  price  of  a customer's  licensed  systems.  Thereafter, 
the  fee  will  not  increase  more  than  10%  annually. 

• Each  single-user  PC  development  system  includes  90  days  of 
free  customer  support. 

• In  July  1988,  Tominy  announced  that  it  plans  to  develop 
MACH  1 and  DATA  BASE-PLUS  systems  for  the  IBM 
AS/400  family  of  computers.  Availability  is  scheduled  for  June 
1989. 

Tominy's  Integrated  Business  Systems  (IBS)  family  of  business 
application  software  products,  introduced  in  1982,  require  DATA 
BASE-PLUS  or  MACH  1 for  the  users  target  environment.  IBS  is 
not  actively  marketed  to  end  users,  but  is  generally  sold  to  value- 
added  remarketers  that  modify  and  resell  the  applications  to 
specific  vertical  markets. 

• IBS  modules  include  Accounts  Payable,  Accounts  Receivable, 
General  Ledger,  Inventory  Control,  Order  Entry,  and  Sales 
Analysis. 

• IBS  modules  are  available  for  the  same  hardware  environments 
as  DATA  BASE-PLUS  and  MACH  1.  The  modules  range  in 
price  from  $500  for  a single-user  PC  version  to  $10,000  for  a 
mainframe  version.  Licenses  with  source  code  are  also 
available. 

Tominy  currently  has  more  than  5,500  installations  of  its  software 
products  worldwide.  Approximately  80%  of  the  installations  are 
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data  BASE-PLUS,  15%  are  MACH  1,  and  5%  are  Integrated 
Business  Systems. 

Professional/support  services  provided  by  Tominy  include  product 
installation  and  customer  training,  consulting,  and  custom  system 
development. 

» Training  services  are  available  for  a fee  at  the  customer's  site  or 
at  Tommy's  Education  Center  in  Cincinnati. 

• Ongoing  maintenance  and  support  services  are  available  only  to 
those  customers  who  have  at  least  one  Tominy-trained 
employee  actively  involved  in  application 

development /support. 

• Consulting  services  are  available  for  $700  to  $1,000  per  day. 


Tominy’s  fiscal  1988  revenue  was  derived  from  clients  in  a range  of 
industries,  including  discrete  and  process  manufacturing,  retail, 
education,  and  banking  and  finance. 

Tominy  clients  range  from  small  and  medium  organizations  to 
large.  Fortune  1000  companies. 

A range  of  application  software  packages  have  been  developed  by 
Tominy  value-added  resellers  using  Tominy  software  development 
tools  and  IBS  applications. 

Clients  include  Air  Products  & Chemicals,  Anheuser-Busch 
Companies,  Beneficial,  EG&G,  General  Dynamics,  General 
Motors,  Giant  Food,  Gillette  Company,  IBM  U.K.,  Lomas  & 
Nettleton,  Lucky  Stores,  Manpower  International,  Publix 
Supermarkets,  Super  Valu  Stores,  Supermarkets  General,  UCLA, 
Ohio  State  University,  University  of  Iowa,  University  of  Auckland 
(New  Zealand),  and  Virginia  Commonwealth  University. 

• Beneficial  Data  Process  Services  selected  Tominy  software  to 
standardize  and  automate  the  company's  loan  application  and 
processing  procedures  on  Data  General  computers  at  over 
1,500  Beneficial  offices  nationwide. 

• IBM  U.K.  selected  Tominy  software  for  remarketing  to  IBM 
Series/1  retail  industry  clients  in  the  U.K.  and  Europe. 

• Tominy-based  application  software  is  installed  at  over  35 
Manpower  International  offices  worldwide,  on  IBM  4300, 
Series/1,  and  PC  computers. 
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International  clients  include  Mexicana  Airlines,  British  Petroleum, 
Alliance  Data  Centers,  ASDA  Supermarkets,  and  Procter  & 
Gamble. 


Approximately  90%  of  Tominy's  fiscal  1988  revenue  was  derived 
from  the  U.S.  and  10%  from  international  sources. 

Tominy  has  licensed  distributors  represented  in  Mexico,  England, 
Belgium,  France,  West  Germany,  Finland,  and  Norway. 


Tominy  maintains  the  following  equipment: 


• 1 IBM  433 1,  DOS/ VSE  with  CICS. 

• 1 IBM  AS/400,  BIO. 

« 1 IBM  Series/ 1,  CPS,  EDX,  RPS. 

• 1 IBM  System/34,  SSP. 

• 1 IBM  System/36,  SSP. 

• 1 Data  General  Desktop,  AOS. 

• 1DECVAX4 1/750,  VMS. 

• 1 AT&T  3B2,  UNIX. 
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